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TUESDAY, APRIL 26, 1955 


Unirep Srares SENATE, 
SUBCOMMITTEE ON TERRITORIES AND 
INSULAR AFFAIRS OF THE COMMITTE! 
oN INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 2 p. m., in room 224, 
Senate Office Building, Senator Henry M. Jackson, chairman of the 
subcommittee, presiding. 

Present: Senator Henry M. Jackson, Washington. 

Also present: Delegate E. L. Bartlett, Alaska. 

Also present: Stewart French, chief counsel and staff director. 

Senator Jackson. The subcommittee will come to order. 

The purpose of the meeting this afternoon is to consider Senate 
bill 1650, which was introduced by the chairman, and the senior 
Senator from Tennessee, Mr. Kefauver. I will direct that the text 
of the bill, as introduced, appear in the record at this point, together 
with the departmental reports on it. 

(S. 1650 and the reports are as follows:) 


[S. 1650, 84th Cong., 1st sess.] 


4 BILL To authorize the Territory of Alaska to obtain advances from the Federal] Unemployment Act, 
and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Governor of Alaska is authorized and 
empowered, notwithstanding any provision of the Organic Act of Alaska, or 
any other Act of Congress, or any of the Territorial laws, to the contrary, to 
obtain from the Federal unemployment fund, established pursuant to ‘‘The 
Employment Security Administrative Financing Act of 1954” (Public Law 567, 
Eighty-third Congress, approved August 5, 1954), and subjeet to the conditions 
in said Act, such advances as the Territory of Alaska may qualify for and as may 
be necessary to obtain for the payment of unemployment compensation benefits 
to claimants entitled thereto under the Alaska employment security law. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 14, 1954 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Drar Senator Murray: This is in response to your request for a report 
on S. 1650, a bill to authorize the Territory of Alaska to obtain advances from 
the Federal Unemployment Act, and for other purposes. 

We recommend that 8S. 1650 be enacted. 

The purpose of the bill is to remove the bar contained in the Alaska Organic 
Act which prevents the Territory of Alaska from obtaining the same benefits 
from the Employment Security Administration Financing Act of 1954 as are 
available to the States, Hawaii, and the District of Columbia. The Employ- 
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ment Security Administration Financing Act of 1954 (Public Law 567, 83d Cong., 
68 stat. 668), amended the Social Security Act in order to provide that the States 
(a term defined for the purposes of the Social Security Act to include Alaska, 
Hawaii, and the District of Columbia), may, under certain circumstances, re- 
ceive an advance of funds from the Federal unemployment account of the 
unemployment trust fund in the Teasury of the United States. Such an advance 
may be obtained if (1) the balance in the account of the State in the unemploy- 
ment trust fund at the close of the calendar quarter is less than the total com- 
pensation paid out under the unemployment compensation law of such- State 
during the 12-month period endirg with the close of the quarter; (2) the governor 
of the State applies to the Secretary of Labor for an advance during the quarter 
following the one referred to above; and (3) the Secretary of Labor finds that the 
first and second conditions have been met. 

Alaska’s unemployment fund is at this time virtually depleted. There is sub- 
stantial unemployment in the Territory, and it is of the utmost importance that 
the Governor be in a position to obtain the kind of advance provided for by the 
Employment Security Administrative Financing Act. There is no doubt that 
the Territory meets the first condition set forth above. Despite the application 
of the Social Security Act generally to the Territory of Alaska (42 U.S. C., see. 
1301), the Attorney General has ruled that Alaska may not avail itself of the 
benefits contained in the 1954 amendments to that act because of the prohibition 
against the assumption of indebtedness contained in the Alaska Organic Act. 

Section 9 of the Alaska Organic Act (48 U. 8. C., sec. 77), provides in part 
that the Territory shall not “have power or authority to create or assume any 
bonded indebtedness whatever; nor to borrow money in the name of the Territory 
* * *: nor to pledge the faith of the people of the same for any loan whatever, 
either directly or indirectly; nor to create, nor to assume, any indebtedness, except 
for the actual running expenses thereof * * *’ In a letter to this Department 
dated March 30, 1955, the Attorney General held that the debt limitation above 
referred to must be strictly observed, that the acceptance of an advance under the 
Unemployment Security Administrative Financing Act of 1954 would constitute a 
loan, and that such an advance would result in the creation of a prohibited indebt- 
edness. The Attorney General concluded that special enabling legislation would 
be necessary to authorize the Territory of Alaska to obtain advances under the 
1954 statute. The introduced bill is designed, therefore, to authorize the Territory 
to obtain an advance notwithstanding the prohibition of section 9 of the Alaska 
Organic Act. 

Because of the urgency of the unemployment situation in Alaska, the inability 
of the Territory to pay unemployment compensation benefits, and the substantial 
number of unemployed individuals, I strongly urge that 8S. 1650 be enacted at the 
earliest possible date. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Orme LEwits, 
Assistant Secretary of the Intertor. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGet 
Washington, D. C.. April 18, 1955. 
Hon. James FE. Murray, 
Chairman, Committee on Interior and Insular A ffar g 
United States Senate Washin jton, dD ( 

My Dear Mr. Cuarrman: This is in response to your request for the views of 
this Bureau on 8. 1650, a bill to authorize the Territory of Alaska to obtain ad- 
vances from the Federal Unemployment Act, and for other purposes. 

This bill would allow the Territory of Alaska to receive advances of funds from 
the Federal unemployment fund as provided by the Employment Security Ad- 
ministrative Financing Act of 1954, but found by the Attorney General of the 
United States to be barred by the Alaska Organic Act which prohibits assumption 
of indebtedness by the Territory 

Your committee may wish to clarify the bill by substituting the word “account” 
for “Act” in the title since the advances contemplated would come from the 
account established pursuant to the act. 

We are informed that the Territory now has need for an advance from the 
Federal unemployment fund, and meets the conditions to qualify for such an 
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advance as specified by the Employment Security \dministrative Finaneing Act 
of 1954. In order that unemployment compensation benefits may be continued 
n Alaska, the Bureau of the Budget recommends enactment of S. 1650. 
Sincerely yours, 
Donaup R. BELCHER, 
Assistant Director 

Senator Jackson. As | understand it, the unemployment insurance 
account in Alaska has been exhausted. The purpose of this bill would 
be to authorize the Governor to obtain a loan from the funds made 
available through the Unemployment Security Administrative 
Financing Act of 1954. 

The Chair further understands that there has been a ruling by 
the Attorney General or some legal officer of the Federal Government 
that under the law passed in 1954, while Alaska was included in it, 
it has been determined that the provisions of the organic act prohibit 
the Governor from incurring any indebtedness for this purpose in the 
absence of specific legislation by the Congress. The purpose of this 
bill is to grant that specific authority. 

The Chair further understands that the available funds were ex- 
hausted as of last Friday, April 22. 

I will call as the first witness the Delegate from Alaska, Delegate 
E. L. Bartlett. Do you wish to make a statement? 

Delegate Barrierr. I would like to make a statement. 

Senator Jackson. Would you prefer to defer it until later? 

Delegate Barrietr. Yes. 

Senator JACKSON. Suppose we call Mr. Robert C. Goodwin, who 
is the Director of Unemployment Security, Department of Labor, 
at this time. 

The Chair understands, Mr. Goodwin, that this bill has been ap- 
proved by the Bureau of the Budget, and there is a letter of approval 
also from the Secretary of the Interior. 


STATEMENT OF ROBERT C. GOODWIN, DIRECTOR, BUREAU OF 
EMPLOYMENT SECURITY, DEPARTMENT OF LABOR 


Mr. Goopwin. Yes. 

Senator Jackson. You may proceed. 

Mr. Goopwin. Mr. Chairman, I have a short statement here. If 
it meets with your approval I would like to read it and then try to 
answer any questions you may have about the problem. 

Senator Jackson. Very well; you may proceed. 

Mr. Goopwin. At the outset, I would like to say that Mr. Siciliano, 
the Assistant Secretary of Labor, is sorry that he could not be here 
today, but he is unavoidably out of town. He testified on this matter 
before the House committee, and he asked me to take over for him 
in his absence. 

As the committee knows, the unemployment insurance program is a 
Federal-State program under which unemployment compensation is 
paid under State or Territorial law. The Department of Labor 
performs the Federal functions which pertain to this program. The 
purpose of S. 1650 is to enable the Territory of Alaska to take advan- 
tage of the loan provisions of the Employment Security Administrative 
Financing Act which the Congress passed last year. 

The Financing Act was designed to make available, without delay, 
interest free repayable advances from the Federal unemployment 
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account to the unemployment insurance accounts of the States and 
Territories when unemployment insurance reserves are threatened 
with depletion. 

The presently depleted condition of the Alaska compensation fund 
makes the Territory eligible for an advance from the Secretary of 
Labor under the terms of the Financing Act. However, section 9 
of the Organic Act of Alaska, which limits the authority of the Terri- 
tory to incur debts, has been held by the United States Attorney 
General to bar Alaska from applying for an advance. The possibility 
that Alaska would not be able to secure advances under the Financing 
Act was not foreseen by the Congress when the act was passed. 

Congressional action is now necessary to remove this disability. 
Without such action, the breakdown of the Alaska unemployment 
insurance program is threatened. It is ironic that the situation in 
Alaska is the very type of situation in which the loan provisions of 
the Financing Act were intended to operate, but that their operation 
is completely frustrated by the overriding provisions of another law. 

With respect to the present status of the Federal unemployment 
account from which loans are authorized to be made under the 
Financing Act, it contains approximately $64 million. These funds 
represent the excess of Federal unemployment insurance tax collection 
over employment security administrative expenses. To date, eco- 
nomic conditions have been such generally that no State has applied 
for an advance from the account. Funds in the account, therefore 
are more than ample to meet Alaska’s needs. 

The conditions to receiving an advance under the Financing Act are 
two: (1) The Governor of the Territory or State must make an appli- 
cation for an advance from the Secretary of Labor; and (2) the appli- 
cation must certify that the balance in the Territorial or State unem- 
ployment reserve fund at the end of the previous quarter is less than 
the unemployment benefits paid during the preceding 12 months. 
The amount of the advance which may be received under the law 
cannot exceed the greatest amount paid in unemployment benefits 
during any quarter of the preceding year. 

On March 22, 1955, the insolvent status of the Alaskan unemploy- 
ment insurance reserve fund forced the Territory to suspend its unem- 
ployment compensation payments. The current status of the fund 
is in marked contrast to that in 1949 when, in relation to taxable wages, 
it was among the 10 highest in the country. It is only within the past 
2 years that unemployment in Alaska has increased sharply and 
benefit payments risen in amount great enough to produce insolvency. 

During 1953 and 1954 unemployment among covered workers in 
Alaska was far greater than in the country as a whole. Specifically 
in 1953, the average rate of covered unemployment in Alaska was 13.1 
pereent as compared with 3.2 percent in the rest of the country and in 
1954 it was 17.2 percent as compared with less than 4 percent. This 
high unemployment in Alaska was due principally to reduced activity 
in the construction and fishing industries upon which the Alaskan 
economy rests to a substantial degree. These two industries account 
for 50 percent of covered employment during the peak employment 
periods of the vear, and a decline in these industries affects employ- 
ment levels in the three next largest industries in Alaska, namely, 
wholesale and retail trade, services and utilities. In total these 5 
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industries account for 90 percent of all covered employment during the 
peak employment periods of the vear. 

A special session of the Alaska Legislature this month took steps 
to remedy the unemployment insurance financial situation. It passed 
a law to authorize the advance of $2 million to the Alaskan unemploy 
ment insurance account from the general funds of the Territory 
Pursuant to this authority, the Territorial treasurer advanced $1 
million to the account on April 13. Unemployment compensation 
payments were then resumed and benefits paid retroactively from the 
date of the suspension in March. Consequently, the drain on the 
account has been subst: antial and it appears that the fund will again 
be exhausted by April 22, 1955. That has been verified since this was 
prepared, Mr. Chairman, and we understand it is now exhausted. 

Further transfer of the remaining $1 million from the general funds 
of the Territory to the unemployment insurance fund is complicated 
by the fact that a suit has been instituted by a taxpayer in Alaska to 
restrain the treasurer of the Territory from transferring additional 
funds. 

Loans under the Financing Act were intended to be available to the 
States and Territories when they were in financial distress. The De- 
partment strongly urges, therefore, that Congress take favorable 
action on S. 1650 so that the Financing Act may be an effective re- 
course for Alaska in its efforts to reestablish its unemployment insur- 
ance system on a sound financial basis. 

That concludes my prepared statement, Mr. Chairman, and I will 
be glad to try to answer any questions. 

Senator Jackson. Mr. Goodwin, I wonder if you could supply for 
the record the Attorney General’s opinion holding that the 1954 act 
was inapplicable insofar as Alaska is concerned? 

Mr. Epwarps. I have a copy. 

Senator Jackson. Will you identify yourself for the record? 

Mr. Epwarps. My name is A. M. Edwards, Associate Solicitor for 
the Department of the Interior. 

Senator Jackson. In the letter of March 30, 1955, I understand 
the Attorney General rendered an opinion to the Secretary of the 
Interior to the effect that the 1955 act was inapplicable insofar as the 
Territory was concerned in that it contravened the antiindebtedness 
provisions of the organic act. Is that substantially it. 

Mr. Epwarps. Yes, sir. 

Senator JACKSON. Suppose you read it for the record. 

Mr. Epwarps (reading): 


OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., March 80, 1955 


The honorable the SecrRETARY OF THE INTERIOR. 

My Dear Mr. Secrerary: This is in response to your request for my opinion 
on the question whether the Territory of Alaska is eligible to receive an advance of 
funds from the unemployment trust fund in the Treasury of the United States, 
under the provisions of the Employment Security Administrative Financing Act 
of 1954 (act of Aug. 5, 1954, 68 Stat. 668, Public Law 567, 83d Cong.). TI under 
stand that the Territorial unemployment compensation fund is entirely depleted 
but that the Governor is in doubt whether he is authorized to anpiy for an advance 
in view of the restrictions against the creation or assumption of indebtedness by 
the Territory contained in section 9 of the Organie Act of Alaska (act of Aug. 24, 
1912, 37 Stat. 514, 48 U.S. C. 77). 








6 ALASKA UNEMPLOYMENT FUND LOANS 


It is appropriate at this point to describe briefly the manner in which funds are 
obtained for the payment of unemployment benefits, and to review the history and 
purpose of the Emplovment Security Administrative Financing Act of 1954. 

Although the Federal Government originally provided the impetus for the 
creation of a nationwide system of unemployment compensation by imposing 
under the Social Security Act a 3-percent tax on the payrolls of all employers 
having 8 or more employees during 20 weeks in a vear in all but certain specified 
categories of employment, the funds actually used for the payment of unemploy- 
ment benefits are, as contemplated under the Federal plan, derived from con- 
tributions paid to the State by employers pursuant to State unemployment 
compensation laws. The term “State”? as used in the Federal Unemployment 
Tax Act is defined to include Alaska, Hawaii, and the District of Columbia 
(Internal Revenue Code, 1954, sec. 3306 (j)). The rate of the contribution 
under the Alaskan unemployment compensation law (Alaska compiled laws, 
1949, see. 51-5-5) is 2.7 percent of the employer’s payroll. Funds obtained 
from this tax transferred by the Territory to the Secretary of the Treasury of the 
United States to be held to the credit of the Territory in the unemployment trust 
fund until requisitioned by the Territory. 

The Federal Unemployment Tax Act which imposes the 3 percent Federal tax 
to which I have referred, permits employers subject to the tax to offset against it 
up to 90 percent thereof any contributions which they have paid under State law. 
The net result is, therefore, that in Alaska employers pay a 2.7 percent tax to 
the Territory —a rate which is the equivalent of the maximum permissible offset 
allowed under the Federal law, and a tax of three-tenths of 1 percent (10 percent 
of the Federal 3 percent tax) to the Federal Government. 

Federal tax collections from employers have not been earmarked for unem- 
ployment-compensation purposes but have gone instead into the general fund of 
the Treasury. Each year Congress has appropriated money for grants to the 
States to cover the administrative expenses of the program. It was originally 
believed that the Federal tax of three-tenths of 1 percent would be needed for 
these administrative expenses. Contrary to expectations, however, the vield 
from this tax has proved to be excessive and the excess has heretofore been used 
to defray other activities of the Federal Government. 

Congress, believing that the full amount of the tax collected should be used 
exclusively to strengthen and improve the unemployment program, amended the 
Social Security Act by enactment of the Employment Security Administrative 
Finaneing Act of 1954 to provide that the excess of collections over State admin- 
istrative expenses shall be used to establish and maintain a $200 million reserve 
in the Federal employment account from which non-interest-bearing repavable 
advances could be made to States with depleted reserve accounts 

Section 2 of the Employment Security Administrative Financing Aect of 1954 
amended title IX of the Social Security Act by inserting three new sections before 
section 904 of the title. The first new section, section 901, provides a permanent 
annual appropriation from the general fund of the Treasury to the unemploy- 
ment trust fund of amounts equal to the excess of Federal tax collections over 
unemployment administrative expenditures. Section 902 provides for the $200 
million reserve. Section 903 provides that in eases in which there is any excess 
in the amount appropriated by section 901 for any fiscal year over the amount 
required to bring the adjusted balance in the Federal unemployment account up 
to $200 million, such excess shall be credited to the accounts of the various States 
in the unemployment trust fund 

Pitl XII of the Social Security Act, as amended bv section 3 of the Employ- 
ment Security Administrative Financing Act, relates to advances from the 
Federal unemployinent account to State accounts in the unemployment trust 
fund. Section 1201 of title III, as amended, sets forth the conditions under which 
a State will be eligible for an advance. ‘The first condition is that the balance 
in the account of a State in the unemployment trust fund at the close of a calendar 
quarter be less than the total compensation paid out under the unemployment 


compensation iaw of such State during the !2-month period ending with the elose 
of the quarter Che seecnd condition is that the Governor of the State apply to 
the Seeretarv of Labor for an advance during the quarter following the one 
referred to in the description cf the first condition The third condition is that 
the Secretary of Labor find that the first two conditions have been met. If all 


conditions are met, the Secretary of Labor is authorized to certify the amount 
specified in the Governor's application to the Secretary of the Treasury, who may 
then transfer the certified sum from the Federal unemployment account to the 
account of the State in the unemployment trust fund 
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Two methods of repayment of advances are provided by section 1202 of the 
statute. Subsection (a) of this section provides that the Governor of any Stat 
may at any time request that funds be transferred from the Federal account of the 
State to the Federal unemployment account in repayment of part or all of anv 
remaining balance of advances made to such State 

Subsection (b) of section 1202 appropriates to the unemployment trust fund for 
credit to the Federal unemployment account certain Federal funds which shall be 
credited against, and shall operate to reduce, the remaining unpaid balance of 
advances made to the State. The amount appropriated would be a sum equal to 
an additional tax collected by the Federal Government by reduction in the total 
credit allowed emplovers in the particular State against payment of the Federal 
tax. The decrease in the allowable tax credit is at the cumulative rate of 5 per 
cent of the 3 percent tax for each vear in which the advance is still outstanding, and 
is to begin with the fourth consecutive January 1 on which a balance of unreturned 
advances existed. ‘‘Thus,’’ to quote Congressman Hill, “if a State has not volun 
tarily acted to liquidate the advances it has received within a specified period, the 
emplovers of that State will be called upon to pay Federal tax, not of three-tenths 
pereent, but of four-and-one-half-tenths percent. * * * In the second year 
employers would be called upon to pay six-tenths percent, and this cumulative 
effect continues at the rate of one-and-one-half-tenths percent per year and, 
theoretically, could continue until the full 90 percent credit allowance was dis- 
allowed” (99 Congressional Record 8232). 

Section 9 of the Organic Act of Alaska provides, in pertinent part, as follows: 
re * nor shall the Territory * * * have power or authority to create or 
assume any bonded indebtedness whatever; nor to borrow money in the name 
of the Territor) * ; nor to pledge the faith of the people of the same for 
any loss whatever, either directly or indirectly; nor to create, nor to assume, 
any indebtedness except for the actual running expenses thereof; and no such 
indebtedness for actual running expenses shall be created or assumed in excess 
of the actual income of the Territory for that year, including as a part of 
such income appropriations then made by Congress, and taxes levied and payable 
and applicable to the payment of such indebtedness and cash and other money 
credits on hand and applicable and not already pledged for prior indebtedness.”’ 

It has been said of debt limitations generally that their purpose is ‘effectually 
to protect persons residing in municipalities from the abuse of their credit, and 
the consequent oppression of burthensome, if not ruinous, taxation”? (McQuillan, 
Municipal Corporations, 3d ed., sec. 41.02). This statement, although made 
with respect to limitations upon the authority of municipalities to contract debts 
is, in my opinion, a reasonably accurate description of the basic purpose of 
section 9. It is consistent alike with the language of the section and with its 
legislative history. 

However, I have been urged to adopt the view that the statute is directed only 
against obligations which the Territory must satisfy out of its own funds and 
hence that it would be eligible to receive an advance repayable out of Federal 
funds. It is asserted that it is not obligatory upon the Governor to request 4 
transfer of funds from the account of the Territory in repayment of the advance, 
and that he may instead permit the advance to remain unpaid in which event, 
of course, the procedure for repayment out of Federal funds raised by reduction 
of the allowable 90-percent offset would automatically go into effect. 

This suggestion has much appeal from a practical standpoint. It would 
provide an easy solution of the Territory’s problem. There are, however, a 
number of reasons which impel me to reject it. 

Implicit in this construction is the theory that if repayment could be accom- 
plished only by a transfer of funds from the Territory’s account to the Federal 
Government, the acceptance of an advance under such circumstances would 
create an indebtedness contrary to the terms of the organic act because the funds 
utilized for repayment would be Territorial funds. It also assumes that the two 
methods of repayment—one by the use of Territorial funds and the other by the 
use of Federal funds, are strictly alternative procedures. On its face, the statute, 
by making voluntary repayment discretionary with the Governor seems to support 
this view. Statements were also made during the congressional debate on the 
legislation suggesting that the method of repayment is merely a matter of choice 

In my opinion, however, the proposed construction overlooks the essential 
feature of the legislation; viz, that the funds furnished the States to replenish 
their depleted accounts were to be in the form of a loan and not a grant. This 
was the central topic of debate during the entire course of the legislation through 
the Congress, and it was decided that the funds were to be made available in 
the form of loans albeit described in the statute as repayable advances. 
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Representatives of the various States strongly urged during the congressional 
hearings that the funds be loaned so that they could be repaid and any obligation 
which the States might have to the Federal Government could thus be discharged 
The law as originally drafted would have given the States only 2 years to effect 
repayment before the automatic procedure for reimbursement by increase in the 
Federal tax would go into effect. It was represented, however, that 2 years in 
which to repay such an advance would not be enough, and so the period was 
increased to 4 years. The objective of the 2-year period was, to quote Repre- 
sentative Mills, to afford an opportunity to any State which secured an advance 
“to revise its law and make administrative procedures so as to make it possible 
for surplus tax collections to accrue, and then to ask that this surplus be applied 
to liquidate the advance or advances which it has secured’ (99 Congressional 
Record 8232 

To say that because the Territory may elect to do nothing toward repayment 
of an advance, permit the automatic procedure for repayment from Federal funds 
to go into effect, and by this procedure avoid the inhibitions of its organic act, is 
to preclude the Territory from any possibility of making voluntary repayment 
It is conceivable, of course, that a State would not be in a position within the 
4-year period to liquidate an advance and thus avoid the added tax burden which 
would automatically follow. But it is inconceivable to me that the Congress 
could have intended that a procedure designed to go into effect in the event a 
State is unable to repay voluntarily should at the outset be selected as the course 
which the State should pursue 

Another reason for rejecting the proposal is that it envisions the creation of 
the very situation which debt limitations are designed to prevent; viz, the assump- 
tion of any financial obligation which would result in increased taxation. True, 
the tax would not be increased directly by amendment of State law as may, 
indeed, become necessary to rebuild an account in the Federal Treasury. But 
inaction by the State would produce the same result although, of course, it would 
be the Federal tax that would be increased. 

My conclusion is, therefore, that the debt limitation contained in the organic 
act must be strictly observed, and that the acceptance of an advance will, irre- 
spective of the method of repayment, constitute a loan and result in the creation 
of a prohibited indebtedness 

It has been suggested in anticipation of this conclusion that the inclusion of 
Alaska within the ambit of the Social Security Act has freed the Territory pro 
tanto from any restrictions against acceptance of advances from the unemploy- 
ment trust fund which might otherwise result from the prohibitions of the organic 
act. Section 3 of the organic act declares that ‘“‘the Constitution of the United 
States, and all the laws thereof which are not locally inapplicable, shall have the 
same force and effect within the said Territory as elsewhere in the United States” 
(48 U. S. C. 23). Heretofore, however, general legislation of the kind here in- 
volved has not been regarded as constituting an exception to the restriction against 
indebtedness. In the Emergency Relief Appropriation Act of 1935 (act of April 
8, 1935, 49 Stat. 115) Congress, among other things, appropriated the sum of 
$900 million for “loans or grants, or both, for projects of States, Territories, pos- 
sessions, including subdivisions and agencies thereof, municipalities, and the Dis- 
trict of Columbia. * * *’ Notwithstanding this clear expression of intention on 
the part of Congress that Territories should benefit by its appropriation, the enact- 
ment of special legislation authorizing municipalities in Alaska to incur bonded 
indebtedness was deemed necessary (act of May 28, 1936, 49 Stat. 1388, 48 U.S.C. 
44a). In requesting this enabling legislation, Secretary of the Interior Ickes said 
in a letter addressed to the Congress: 

‘‘At the present time, under the provisions of the act establishing civil govern- 
ment in Alaska (37 Stat. 512), no municipality of Alaska can incur bonded 
indebtedness unless specifically authorized by congressional action. * * * If 
Alaskan municipalities are to be given an opportunity at all similar to that of other 
communities to benefit by certain provisions of the 1935 emergency relief appro- 
priation, the enactment of this bill is a necessity’? (H. Rept. 2290, 74th Cong., 2d 
sess., p. 2). 

The Congress apparently agreed that the enactment of special legislation was 
required in view of the prohibition of bonded indebtedness contained in section 9 
of the organic act. Accordingly, it would be inappropriate for me to hold in this 
case that Congress merely by appropriating funds for advances to, among others, 
certain Territories, and by specifving in detail how such advances are to be repaid, 
has obviated the necessity for the enactment of special enabling legislation author- 
izing the Territory of Alaska to obtain an advance under the Employment 
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Security Administrative Financing Act of 1954 notwitl 


of seetion 0 of its organic act 


he restrictions 


Standing 


Sincerely, 
HERBERT BROWNELL, Jr 
Attorney Genera 

Senator Jackson, Mr. Goodwin, | take it from your testimony it 
is vour judgment that but for the ruling of the Attorney General, 
Alaska would qualify in every way for assistance under the 1954 act? 

Mr. Goopwix. That is right, sir, they would qualify. It would 
still be up to the Governor to make application. 

Senator Jackson. Assuming that the Governor makes the appli- 
cation. 

Mr. Goopwin. Yes. 

Senator Jackson. In other words, if we pass this bill at this time, 
you do not know of anything that would disqualify them in their 
request for assistance under the 1954 act? 

Mr. Goopwin. No, that is right 

Senator Jackson. You have pointed out that the percentage of un- 
employment in Alaska was much higher in both 1953 and 1954 in 
relation to the national average of the country as a whole. 

Mr. Goopwin. That is right, sir. 

Senator Jackson. In your judgment, the fact of that unemploy- 
ment situation which existed primarily in the construction industry 
together with the decline of activity in the fishing industry was the 
primary responsibility for the heavy increase in unemployment? 

Mr. Goopwin. That is right. 

Senator Jackson. Delegate Bartlett, | will extend to vou the oppor- 
tunity to ask any questions that vou wish of Mr. Goodwin 

Delegate BartrLerr. Thank you, Mr. Chairman. I would merely 
like to ask Mr. Goodwin with your permission, Mr. Chairman, if 
there were any Other reasons for the depletion of a fund which was 
high in reserves in 1949 and was exhausted in the spring of 1954, to 
vour knowledge? 

Mr. Goopwin. Yes, there were in my opinion some other important 
contributing reasons. One is that when amendments were made in 
1953, Ibelieve, they liberalized to some extent the benefits, but they 
did not take corresponding steps on the tax provisions of the law. As 
vou probably know, Alaska’s average wage is about double what it is 
in the States. That would suggest that the tax base ought to be 
perhaps considerably higher than it is in the States, where it has been 
on a maximum of $3,000. 

Senator Jackson. At that point if I may interrupt, Delegate 
Bartlett, what is the tax situation in Alaska as compared with the 
States generally, or with those economies in the States that are com- 
parable to Alaska? 

Mr. Goopwin. The maximums have been the same. The amount 
of tax that is operated under the experience rating provisions of the 
act has been higher. 

Senator Jackson, You mean higher refund to the emplovers? 

Mr. Goopwin. No, a higher tax over a period of time to employers 
which is inevitable, I think, in the kind of economy you have in 
Alaska. 

Senator Jackson. What is the tax in Alaska? 

Mr. Goopwin. It is ® maximum of 2.7. 
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Senator JacKSON. Seven-tenths of that goes to the Federal Gov- 
ernment? 

Mr. Goopwin. No; that is in addition to the seven-tenths. It is 
three-tenths now. 

Senator JACKSON. So it is 3 percent? 

Mr. Goopwin. It is 3 percent. 

Senator JACKSON. Gross. 

Mr. Goopwin. Yes, sir. 

Senator Jackson. And you get three-tenths of 1 percent to theoret- 
ically administer the program? 

Mr. Goopwin. That is right. It is from that three-tenths of 1 
percent that this fund is built up. 

Senator Jackson. I understand. Did it not used to be seven- 
tenths? 

Mr. Goopwin. No. 

Senator Jackson. It was always three-tenths? 

Mr. Goopwin. Yes, sir. 

Senator Jackson. This fund has been building up over the years, 
has it not, over and above the administrative costs? 

Mr. Goopwin. No. That fund has been building up only since last 
vear. Prior to that it went into the general account of the Treasury. 

Senator Jackson. It was covered into the general receipts of the 
Treasury? 

Mr. Goopwin. That is right. 

Senator Jackson. If it had been accumulating it would be quite a 
substantial sum, would it not? 

Mr. Goopwin. Yes. It would be somewhere between a_ half 
billion and a billion dollars, depending on what expenses you count 
against it. If you take the operation of the Employment Service 
during the war as one of the legitimate expenditures, it is one thing. 

Senator Jackson. It is a bookkeeping discussion that you get into 
there. 

Mr. Goopwin. That is right. 

Senator Jackson. In other words, the Territory is taking 2.7 per- 
cent and the other three-tenths of 1 percent goes to the Federal 
Government. So they collected a gross of 3 percent. 

Mr. Goopwin. That is right. 

Senator Jackson. How does that 2.7 compare with the States 
generally? 

Mr. Goopwin. That would be considerably higher than the average 
for all other States. There are other States, however, that are cur- 
rently also paying that much. 

Senator JACKSON. 2.7? 

Mr. Goopwtn. Yes. 

Senator Jackson. Are there any other provisions in the law that 
make for an unusual situation in Alaska as contrasted to the States 
generally? 

Mr. Goopwin. You mean on benefits? 

Senator Jackson. Yes. I am not familiar with the Alaskan pro- 
vision. 

Mr. Goopwin. There were some changes made in the recent law 
which are different:in some respects than any of the laws in the States 
in the amount. But I do not think that they are particularly signifi- 
cant in terms of this question. 
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Senator Jackson. In general, Mr. Goodwin, if you have reviewed 
the situation in Alaska, would you say that this tax is inadequate to 
meet the requirements. 

Mr. Goopwin. Our actuary estimates that over a 10-year period 
the provisions written into this recent law as to financing are ade- 
quate to finance it. 

Senator Jackson. The Territorial law is adequate. 

Mr. Goopwin. In his opinion they are, yes, sir. 

Senator Jackson. The 1955 act of the legislature amended the 195: 
act. 

Mr. Goopwin. Yes, sir. 

Senator Jackson. The 1953 act, as I understand it, liberalized 
benefits. 

Mr. Goopwin. Yes. 

Senator Jackson. You said something to the effect that this was 
without compensating tax factors. 

Mr. Goopwin. | am not sure, Mr. Chairman, whether any changes 
were made in the tax structure at that time or not. Mr. Miller tells 
me none was made. 

Senator Jackson. Will you identify yourself for the record? 

Mr. Miter. I am Forest Miller, Assistant Director of the Bureau 
of Unemployment Security. 

The additional details you ought to have on that is that the benefit 
maximum increased in 1953 from $20 to $35 a week, and added 
dependent allowances. 

Senator JACKSON. 20 to 35? 

Mr. Mriuier. That is right. 

Senator Jackson. How much did they have in the reserve in 1953? 

Mr. Mixer. I cannot supply that to you offhand, Mr. Chairman. 
I can supply it later if you wish. 

Senator Jackson. Yes, please do. 

Mr. Mitxer. At the time it looked like a reasonable adjustment. 

Senator Jackson. There was a substantial sum in the reserve? 

Mr. Miuuer. That is right. However, ordinarily to finance that 
big an increase in the benefit amount, the taxing provisions of the 
act should have been changed, because you have an average weekly 
wage in Alaska of about $120 a week, whereas in the rest of the country 
you have approximately $75 a week. 

Senator Jackson. There is one hitch in that. While the average 
per week is high, they do not work as many weeks on the average. 

Mr. Miuuer. Yes and no. 

Senator Jackson. In the fishing industry they do not. 

Mr. Miter. In the fishing industry I would say not. 

Senator Jackson. In the building industry there is the factor of 
weather that does cut into the year around possibilities. 

Mr. Mixuer. Except that during the war and during the Korean 
period there was a lot of force account work that attempted to main- 
tain construction activity the year around. 

Senator Jackson. But it was pretty limited. 

Mr. Miuurr. It was. 

Senator Jackson. The bulk of the Alaska construction work starts 
in April and May and in the northern area it is terminated in the 
latter part of September or early October. 

Delegate BarrietT. Yes. 
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Senator Jackson. You feel that the act as amended by the 1955 
Territorial legislature leaves the situation in fairly good shape if the 
loan can be granted and they can get back on their feet again? 

Mr. Goopwin. Our estimates are that it will cost out under the 
present taxing structure. 

Senator Jackson. Offhand what changes did they make in the 
1955 act? 

Mr. Goopwin. You are not interested particularly at this point in 
the organizational structure? 

Senator JACKSON. No. 

Mr. Goopwin. On the weekly amount they changed the minimum 
of residents from $10 to $20 now, and out of state it is $10. 

Senator Jackson. $10 to $20 is the minimum? What is it now? 

Mr. Goopwin. That is what it is now as minimum. The maximum 
is $45 to $70. The $45 is for single person and $70 for dependents. 

Senator Jackson. A week? 

Mr. Goopwin. Yes. 

Senator Jackson. Under the present law? 

Mr. Goopwin. That is the maximum. 

Senator Jackson. I had a figure here of $20 to $35. 

Mr. Minuer. That was in the 1953 amendment, sir. 

Senator Jackson. Was that the maximum then? 

Mr. Miuier. $35 was the maximum. 

Senator Jackson. And now they have increased it to $45 as a 
maximum? 

Mr. Mitxier. Yes, without dependents. 

Senator Jackson. With dependents it runs up to $70 a week? 

Mr. Mixer. Yes. 

Senator Jackson. They have increased the benefits in the 1955 act. 

Mr. Mituer. In the 1953 act they had a maximum that ranged 
from $35 to $70, so they increased the maximum from $35 to $45. 

Senator Jackson. The main thing they changed was the present 
minimum from the old act to $45 and the maximum remains the same 
at $70? 

Mr. Goopwin. That is right. 

Senator Jackson. But they have stiffened up the resident require- 
ment? 

Mr. Goopwin. Yes. It used to be that the maximum was the 
same for out of territory beneficaries. That is now $25 maximum with 
dependents not qualifving. So they have deliberalized the law to 
that respect. 

Senator Jackson. In other words, the benefits that would nor- 
mally accrue to nonresidents have been revised downward. 

Mr. Goopwin. That is right. 

Senator Jackson. Whereas the benefits to the residents have been 
increased from the minimum of $35 to $45. 

Mr. Goopwin. That ts right. 

Senator Jackson. That is roughly the basic changes? 

Mr. Goopwiy. That is right. The maximum duration remains 
the same in both laws, 26 weeks. 

Senator Jackson. That is an average figure for the country? 

Mr. Goopwin. Yes. They have tightened up considerably on the 
qualifying wages. In the old law it used to be $300 in the base year. 
They have now put in two qualifications. One is at least $450 in the 
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base year, and one and one-quarter times the high quarter wages, 
which tightens up on the eligibility requirements to some extent. 
The taxable wage base was $3,000. It has now been raised to $3,600. 
The employer tax is the same, 2.7. The present law levies a tax on 
employees of one-half of 1 percent. The old law did not have such 
a provision. 

Senator Jackson. The committee will suspend for a roll call. 

(Short recess. ) 

Mr. Goopwin. Mr. Chairman, there were a couple of points of 
information along the lines of your questions a while ago. One was 
that the average weekly benefit in calendar year 1954 in the Territory 
was $33.95. 

Senator Jackson. How does that compare nationally? 

Mr. Miuuer. It is about $9 more than the national average in all 
States. 

Senator Jackson. However, the price level, the cost of living more 
than makes up for that. 

Mr. Goopwin. Yes. 

Senator Jackson. Actually that may not be in proper relationship 
anyway. 

Mr. Goopwin. On the dependency feature of the bill, in order 
to qualify for that $70 under the new bill, a person must have 5 
children. The wife under the new bill is not classed as a dependent. 

Senator JACKSON. So it is a husband and wife and five children. 

Mr. Goopwin. It could be just a husband and five children that 
could get it. 

Senator Jackson. Normally it would be seven individuals that you 
are talking about. 

Mr. Goopwin. Yes. 

Senator Jackson. How does that compare with the national 
average? 

Mr. Goopwin. There are only about 12 States that have dependency 
allowances. 

Senator Jackson. I do not believe we have in Washington State. 

Mr. Mituer. No, sir. 

Mr. Goopwin. Most of them are less than $5. The dependency 
allowances in most States run around $3 per child, and in Alaska $5. 

Senator Jackson. Again that is not necessarily out of line in view 
of the higher cost of living. 

Mr. Goopwin. That is right. 

Senator Jackson. | believe Delegate Bartlett had a question or two 
he would like to ask. 

Delegate BartLetr. Mr. Goodwin, there was one point I wanted 
to refer to about the added cost of living in Alaska. If that is taken 
into account, the fact is that the average rate of benefits in Alaska 
would be somewhat less than in many of the States, I suspect. Would 
vou agree with that? 

Mr. Goopwin. I have not seen the comparative figures, Mr. Bart- 
lett, on the cost of living in Alaska as compared with the United States 
recently. I am quite certain that that is correct. We would be glad 
to see what is available by way of such figures and furnish them. 

Delegate BartLetr. In any case, Mr. Goodwin, the United States 
Government pays its employees 25 percent over and above the base 
salary in recognition of that added cost of living. 
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Mr. Goopwin. That is my understanding, yes. 

Delegate BartLerr. Mr. Goodwin, is the fact that when employ- 
ment in the fisheries and employment in the construction industry 
tapers off that there is no other large industry where these workers can 
seek employment an instrumental factor in your opinion in depleting 
the fund? 

Mr. Goopwin. Yes. 

Delegate Bart Lerr. Would you agree with me that might have 
only a temporary effect, that surplus labor comes to Alaska in search 
of these positions, but if it does not find employment in the course of 
the next vear or two that many would not go north, and thus the sur- 
plus labor market might not exist in the same ratio it does now? 

Mr. Goopwin. I think that is a very reasonable assumption under 
the conditions, ves. 

Delegate BarrLerr. | have one further question. Do you believe 
that the present law enacted at the special session of the legislature 
would make the Alaska fund whole not only in respect to paying 
benefits under the law, but in repaying the loan which I hope can be 
made from the Federal Government? 

Mr. Goopwin. I did not understand the first part of your question. 
It would make it what? 

Delegate Bartitetr. Do you believe that the tax rate under the 
existing law is sufficiently high so that any money that is borrowed 
from the Federal Government could be paid back together with 
meeting the benefit payments? 

Mr. Goopwin. Our estimates are that over a 10-year period it 
would; ves. 

Delegate Barrierr. Thank vou, Mr. Chairman. 

Senator Jackson. Thank you, Mr. Goodwin. I appreciate very 
much your testimony. It might be helpful if you could stay on for 
a moment in case there are some further questions raised by any of 
the witnesses that we are about to hear. 

Mr. Goopwin. Yes, Mr. Chairman. 

Senator Jackson. We are very happy to have with us this after- 
noon someone who does certainly not need an introduction to the 
committee, Kirkley Coulter, our former chief clerk, and now Assistant 
Director of the Division of Territories. With him is Mr. Edwards, 
the Associate Solicitor of the Department of the Interior. Mr. 
Coulter. 


STATEMENT OF KIRKLEY S. COULTER, ASSISTANT DIRECTOR, 
DIVISION OF TERRITORIES, ACCOMPANIED BY A. MOCO 
EDWARDS, ASSOCIATE SOLICITOR, DEPARTMENT OF THE 
INTERIOR 


Mr. Coutrer. Thank you very much, indeed, sir. 

Mr. Chairman, may I say I appreciate very much the chance to 
appear before this committee in view of my past association here. 
We in the Department of the Interior do not presume to speak to 
the technical aspects of unemployment insurance and so forth. The 
Labor Department has covered that. We are in favor of the bill. 
We approach it primarily from the standpoint of the perrere of 
Alaska. The entire unemployment compensation system was set up 
on the basis that it would cover the 48 States, Alaska, Hawaii, and 
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the District of Columbia. The new funds from which the various 
States may borrow also contemplated that each of these States and 
each of these enumerated territories would be permitted to borrow 
from that fund inasmuch as their employers also contributed to the 
fund in the same way as the employers from each State. 

We urge, therefore, simply on the basis of equality for Alaska that 
Alaska be permitted to secure advances from this fund, being in the 
condition contemplated by the act setting up the fund. 

We believe this is no question but that Alaska’s fund qualifies for 
the advances exactly in the manner contemplated by the legislation 
which set up the fund. That is, the fund is depleted through unan- 
ticipated circumstances. The immediate situation is, of course, very 
critical. The fund is entirely depleted. If this legislation is not 
passed, and if the advances are not permitted very promptly, the 
benefits will simply be cut off immediately, and the men who are 
dependent on that will have no income. : 

Senator Jackson. In other words, Mr. Coulter, everyone in the 
Department of the Interior assumes that Alaska had been included in 
the provisions of the 1954 act until this legal opinion was rendered by 
the Attorney General, which of course, pointed out that it would 
require implementation by Congress because of the prohibition in the 
organic act on the incurrence of debt without authorization by 
Congress. 

Mr. Courter. I think that is correct. At least 1 would say that 
if anvone had foreseen this situation, we would probably have sug- 
gested an amendment at the time. In effeet the 1954 act says that 
advances may be made to all of these places and nobody perhaps 
considered the situation that authority was lacking with respect to 
Alaska. 

Senator Jackson. The Governor of the Territory lacks the con- 
tractual authority to contract for the debt. 

Mr. Coutrer. That is correct, because of an old piece of legislation 
that was passed vears before the fund was set up. 

Senator Jackson. It is an old rule of law, Mr. Edwards, that 
courts do not favor repeal by implication. 

Mr. Epwarps. That is right. 

Senator Jackson. The doctrine of repeal by implication applies 
in this case? 

Mr. Epwarps. I might sav that the Department of Interior did 
make that suggestion, but the Department of Justice does not favor 
that interpretation, either. 

Senator Jackson. Insofar as this particular situation is concerned, 

Mr. Epwanrps. Yes, sir. 

Senator Jackson. I would think, certainly, that when Congress 
granted this authority, while normally the doctrine of repeal by 
implication is not to be favored as a general proposition, they intended 
that Alaska have the legal competency to participate in the provisions 
of the act. Otherwise, certainly it is presumed that Congress would 
have made provision for it if it did not have that legal competence 

Mr. Epwarops. Especially when Congress speciically named Ales .ca 

Senator Jackson. That is my thought. 

Mr. Epwarps. By using the name instead of Territory. 

Senator Jackson. Anyway, we are confronted with a fact here 
that the Attorney General has ruled others ise. 
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Mr. Courter. That is right. If I might add one word more, | 
notice one of the subsequent witnesses in his prepared statement 
makes some reference to the political fight the Vv have had in the 
Territory and I do not suppose you want any testimony on that, sir. 

Senator Jackson. No. The Chair does not intend to permit com- 
ment on what is going on in the Territory. It is not for this committee 
or the Congress to tell the legislature how to operate its business. 
They do that in other parts of the world, but we do not do it here. 

Mr. Couttrer. The only thought I was going to suggest was this: 
After some considerable political dispute there, this new 1955 act was 
passed by the Territory which to some degree certainly to a large 
degree, | would say—improved the financial prospects for the fund. 
The new act is not wholly satisfactory to everybody. Perhaps it 
complies with that definition of a compromise which says it does not 
satisfy everybody. But it does definitely eens the financial shape 
of the fund and on the basis of this fact the Governor has made this 
request for the loan. 

In other words, the fund is in better shape from a banking stand- 
point to be asking for an advance now than it would have been last 
vear. 

Senator Jackson. Thank vou very much, Mr. Coulter. 

Mr. Edwards, did you have anything further? 

Mr. Enwarps. | have nothing f irther. 

Senator Jackson. Could you stand by until we complete the 
testimony? 

Mr. Epwarps. Yes, sir. 

Senator Jackson. Mr. Arnold, representing the Alaska Salmon 
Industry. We will be glad to hear from you at this time. 


STATEMENT OF W. C. ARNOLD, REPRESENTING THE ALASKA 
SALMON INDUSTRY, INC. 


Mr. Arnoitp. Mr. Chairman, first I want to thank vou for the 
opportunity to appear here. I understand that this hearing was 
possibly arranged at your inconvenience, because I was in town 
appearing before another committee. | appreciate it, and I want to 
take as little time as possible. 

Senator Jackson. We are very glad to do that. The Chair is 
sorry that other members of the committee are tied up at the moment. 
As you know, the Senate is in sessiod, or otherwise they would be here. 

Mr. Arnotp. Mr. Chairman, my name is W. C. Arnold, and I am 
managing director of - Alaska Salmoa Industries, lac., a trade 
organization composed f concerns aud todividuals e gaged in the 
catching and processing 0 i salmon ta the waters of the Territory of 
Alaska. Our companies operate an indeterminate aumber of salmon 
canaeries, around 70 at the moment, aad employ some 25,000 em- 
ployees and fishermen ia the Territory annually. 

We are opposed to S. 1650 because by this bill Congress, actiag under 
its summary power to legislate for the Territories, would empower 
the Governor of Alaska to create aa tadebtedaess against the Terri- 
tory unlimited as to amount and to pledge the property aad income 
ct employers doing busiaess in the Territory as security for its repay- 
ment. Our industrv is the largest and oldest of such employers. 
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The bill not only waives the restriction of the organic act of Alaska 
against the incurrence of a Territorial debt, but it affirmatively, so we 
think, authorizes such a debt and suspends the application of those 
Territorial laws to the contrary. The bill does what the Territorial 
legislature refused to do. In that respect, we think, it overrides and 
reverses the action of the Territorial legislature. 

That statement, contrary to those made by previous witnesses. 
requires some explanation. 

Senator Jackson. At that point would vou explain how the Terri- 
torial legislature could deal with this problem to make it possible for 
the Governor to apply for a loan under the 1954 act? That is all we 
are considering here, and the Chair will not entertain any testimony 
on what one may think of the legislature or the activities of the legis- 
lature in connection with this legislation, because it is entirely 
collateral. 

Mr. Arnoup. I understand that perfectly. 

Senator Jackson. We are not going to take up any collateral 
matters. 

Mr. ArNoup. I do not expect or desire to do so. 

Senator Jackson. The remarks should be directed entirely to the 
question of this legislation. 

Mr. Arnoup. That is the purpose of my statement, Senator. 

In answer to vour inquiry, the organic act which, of course, the 
legislature cannot change, was enacted by Congress, and can only be 
changed or repealed by the Congress. The inhibition in the act is 
this: 
nor shall the Territory or any municipal corporation therein have power or 
authority to create or assume any bonded indebtedness whatever, nor to borrow 
in the name of the Territory or any municipal division thereof, nor to pledge the 
faith of the people of the same for any loan whatever, either directly or indirectly. 

Senator Jackson. That is conceded. That is why the Attorney 
General ruled that Alaska was not covered in the 1954 act unless 
there was specific repeal of that provision. 

Mr. ArNoup. That is correct. I think that Congress when enacting 
the 1954 act should have or Congress now might very properly 
remove that restriction in order that the Territory of Alaska would 
be under no inhibition imposed by Congress on its right to borrow 
from this fund. S. 1650 would do that. But also it goes further. 
It repeals existing local laws of the Territorial legislature, and em- 
powers the Governor, a federally appointed official, to borrow these 
funds in the name of the Territory, when the Territorial legislature 
has not seen fit to empower him to do it. 

My point is this, Senator, not that the legislature can repeal the 
organic act, but the legislature or the people of the Territory are the 
ones who ought to decide whether or not the Governor, when the 
restrictions are removed from the organic act, whether they desire to 
incur a debt in the name of the Territory and to pledge the property 
of the people as security. 

Senator Jackson. Let me ask you this. Should not Alaska be 
eligible for the provisions of the 1954 act, the same as other States? 
People who work in Alaska have the same problem of unemployment 
as the people in the States. Should there be any discrimination? 

Mr. Arnovp. I think there should be no discrimination. I think 
that like the legislature of the State of Washington or like the sovereign 
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State of Washington, the Territory of Alaska ought, if it sees fit, to 
authorize its Governor or direct its Governor to borrow money from 
this fund. 

My point is this. Congress would not and could not empower the 
Governor of the State of Washington to incur a State debt such as they 
are doing in the case of the Territory by this bill. I point to the bill 
as proof of the fact that it does that by the bill the Governor is author- 
ized and empowered notwithstanding any provision of the organic act 
or any other act of Congress “or of any Territorial laws to the con- 
trary,’ to obtain this loan from the Federal employment fund. 

Senator Jackson. You say that there is a provision in the Terri- 
torial act that prohibits the Governor from incurring a debt? 

Mr. Arnoup. | do not say that there is any provision in Territorial 
law—I have not made a complete examination of it—which specifically 
prohibits the Governor of Alaska from incurring a debt in the name of 
the Territory. But I think that there is no provision of law which 
authorizes him to do so. 

Senator Jackson. If that were the case, if a bill were introduced 
authorizing the Governor to incur a debt, then the argument would be 
made in the legislature that the legislature has no authority to do that, 
because there is a specific provision in the Federal act prohibiting the 
incurrence of debt, and it would be beyond the scope of the authority 
of the legislature to legislate. 

Mr. Arnoup. | think that it is true that the matter requires legis- 
lation by both bodies. 

Senator Jackson. No. I say this, your point is now that the legis- 
lature of the Territory has not authorized the Governor to incur a 
debt in connection with this situation. 

Mr. Arnoup. Not only that, but they refused to authorize him to 
do so. 

Senator Jackson. Under the act of Congress the Governor has no 
authority to incur debt except with the consent of Congress. I sup- 
pose the parliamentary situation would be such—TI do not know how 
the parliamentary rules operate out there—that it is clearly beyond 
the scope of the authority of the legislature. 

Mr. Arno.tp. It is beyond the scope of the legislature to remove 
the congressional inhibition. But it is the function of the legislature 
and not of Congress to determine whether the debt is to be created. 
There are many bills passed by the Territorial legislature which con- 
travene the organic act, and contain a provision that they shall be- 
come effective only when approved by Congress or when the inhibition 
is removed. For example, the first liquor legislation following repeal 
and other legislation falls in that category. I am not particularly 
suggesting that the legislature should have done that or refrained from 
doing it. lam pointing out that the legislature refused to request the 
Governor or empower the Governor. 

Senator Jackson. Was there legislation introduced? 

Mr. Arnoup. Yes. It failed of passage. I feel also, Senator, that 
there are provisions of Territorial law which contravene an application 
bv the Governor for this loan in the fiscal acts of the Territory of 
Alaska. I am hesitant to speak with authority on it, because the 
recent legislature passed a new fiscal organization act, and I have 
not seen it. 
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Senator Jackson. Do you say that if this bill is passed that it is 
the general obligation of the Te rritory? 

Mr. Arnoup. If the bill is passed and the loan is granted, it is a 
general obligation of the Territory. But unh: appily from our st: ae 
point, and the standpoint of employers in the Territory, the 1954 
act of Congress provides that if the loan is not repaid, it becomes a 
charge against the employers, and that a progressive diminution of 
tax credit will be allowed by the Collector of Internal Revenue until 
the sum is paid. 

Senator Jackson. But that law also applies in all other 48 States. 

Mr. Arnouip. That is correct. 

Senator Jackson. Why should the employers in Alaska ask for 
special treatment? 

Mr. Arnotp. We are not asking for special treatment in that 
respect. We are pointing out that if this loan is granted, it becomes 
a lien or a pledge on our property. 

Senator Jackson. What do you mean, on your property? 

Mr. Arnotp. To this extent, that if we fail to pay the taxes 
imposed by Congress pursuant to the Internal Revenue Code, a lien 
automatically applies against our property. 

Senator Jackson. Yes, but the tax is already fixed. It is 3 percent 
That is the gross tax. 

Mr. Arnotp. No. If the Territory fails to pay their loan our tax 
will rise above 3 percent until it is repaid. 

Senator Jackson. Under the Federal act? 

Mr. Arnoup. That is right. 

Senator Jackson. Yes; but that applies in all 48 States. 

Mr. ArNoup. It only applies in those instances where the loan is 
made and not repaid. 

Senator Jackson. I know, but the point is that this law was up in 
1954 and was passed last year, and certainly I do not recall of any 
objection from the employers in my State to the law. 

Mr. ArNoLp. We did not make any objection to it. I do not think 
we even knew about it. 

Senator Jackson. Are you advocating the repeal of the whole law? 

Mr. ArNnoup. No. 

Senator Jackson. It certainly would be manifestly unfair to say 
that the employers in Alaska will not be subject to the provisions of 
that portion of the act, but the employers in all 48 States and the 
District of Columbia and Hawaii will be. 

Mr. ArNoLp. Senator, I have not suggested that the act ought to 
be repealed. I was answering your question as to whether or not this 
was a general obligation of the Te rritory. 

Senator JacKsON. But it is not a general obligation of the Territory. 
The obligation goes back to the employer on some prorated basis, 
I take it. 

Mr. ArNnovp. In the event of default. 

Senator JaAcKson. Yes; so it is not a general obligation of the 
Territory. It is a lien in the form of additional tax against the 
employers. 

Mr. Arnoutp. That is correct. To that extent it concerns u 

Senator Jackson. How does the industry say this ought to be 
taken care of? We are confronted with a real situation here. What 
is the industry proposing? 
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Mr. Arnotp. I am very glad of an opportunity to answer that 
question. We believe that only by funds received from the Territorial 
treasury or by funds procured pursuant to the Federal act—will the 
une tet cle compensation fund of Alaska obtain working capital 
with which to operate. The fund is depleted and it cannot recover. 

Senator Jackson. There is another million that is tied up in a 
lawsuit. So you cannot get any money from the general fund. 

Mr. Arnotp. I am attempting to answer your question. We 
believe that eventually loans must be obtained. We believe that as 
a precedent to that, a workable legislation ought to be enacted in 
the Territory of Alaska—and when I say workable, I mean an act 
that will take in as much money as it pays out—otherwise these 
loans will continue to be made, and the lien against our property 
will continue to increase. 

Senator Jackson. You have heard the testimony of Mr. Goodwin. 
He said that this will work out. I take it in general he feels that 
the law as amended by the 1955 act of the legislature leaves it in 
pretty fair shape. 

Mr. Arnoup. Senator, if I may answer that, I was interested in 
Mr. Goodwin’s statement it would pay off, he thought, in 10 years. 
I call your attention to the fact that after 4 years the penalty would 
begin to apply against our tax credit, so that we would pay the 
penalty for 6 years “during that 10-year period. 

| would also like to point out that the Territorial Employment 
Administration, as evidenced by statements in the journals of the 
legislature, and the Governor of Alaska as evidenced by his message 
to the legislature, do not agree with Mr. Goodwin or with the esti- 
mates of the Federal agency respecting this matter. As the Governor 
has pointed out, there is already a considerable error developing in 
the estimates mentioned by Mr. Goodwin—an error of 20 or 25 per- 
cent. The Governor, in his message, estimates that the fund, even 
if the Federal loan is granted and the Territorial loan is repaid, will 
be depleted within a year or 15 months from now. 

Senator Jackson. Mr. Arnold, on the face of it, of course, it would 
appear that the Unemployment Compensation Act of Alaska complies 
with existing Federal law. It further appears that it is not out of 
line particularly with the rest of the country. I do not think it is 
within the province of the Congress to lay down conditions in con- 
nection with the 1954 law that was passed that would treat Alaska 
differently than the other 48 States and. the Territory of Hawaii and 
the District of Columbia. 

Mr. Arnoutp. I would not suggest that. 

Senator Jackson. All we are doing here, and everybody assumed 
the situation is correct, tha at Alaska should be entitled to participate 
in the benefits provided for in the Employment Security Administra- 
tive Financing Act of 1954. I think it would be bad indeed if Con- 
gress were to entertain special legislation every time a State got in 
difficulty and somebody came in and said, “Don’t apply this to us. 
They may have a lien against us.’ 

What if Michigan had a real une mployment situation and applied 
for a loan, and they wanted to come in and change a law as far as 
Michigan is cone arneilt ? Isn’t that an identical situation? 

Mr. Arnotp. No, it is not, Senator 

Senator JACKSON. “tnt the employers feel that the legislation 
in Michigan may have been more liberal than it should have been. 
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Mr. ArNoup. It is not the same. The legislature in Alaska refused 
to request the Governor to apply for this loan. The Congress pro- 
poses by this bill to do what the legislature refused to do. I am 
talking about the decision as to whether or not a loan should be applied 
for or whether the Governor should be empowered to apply for a loan. 

Senator Jackson. That is not mandatory. It is discretionary with 
the Governor if he wants to apply. 

Mr. Arnoup. Then I do not understand why the Congress desires 
to repeal or override these Territorial acts. 

Senator Jackson. That is just a catchall argument. What in this 
bill prohibits Territorial acts? 

Mr. Arnoup. I only point out that the legislature refused to 
authorize the Governor to take this step which is being taken under 
this bill. 

Senator Jackson. It seems to me that it is not necessary for the 
legislature of Alaska to authorize the Governor to incur this debt. | 
just do not follow that at all. 

Mr. Arnoup. Perhaps I do not understand you. 

Senator Jackson. Remember that Alaska is not a State. 

Mr. Arnoup. Would you suggest that the Congress would authorize 
the Governor of Michigan? 

Senator Jackson. There is a vast difference. They do not have 
statehood in Alaska. That is why we have to do all these things 
If they had statehood we would not have this problem. 

Mr. Arnotp. But they have a legislative assembly and they have 
authority to determine local matters. 

Senator Jackson. Yes; to the extent that Congress permits it. 

Mr. ARNOLD. I certainly agree. 

Senator Jackson. There are a lot of things they cannot do in 
Alaska which you know that they can do in every other place. 

Mr. Arnoutp. That is right. 

Senator Jackson. That is another issue. 

Mr. Arnowp. I want to make it very plain that I think Alaska 
ought to have the same rights under the 1954 act as the States and 
Congress ought to give it to them. I do not think Congress ought to 
legislate for the Territory. 

Senator Jackson. But we have to legislate for the Territory for the 
simple reason that whatever the Territory can do comes from the 
power granted and delegated by the Congress. If it was a State we 
could not interfere with this thing. If this was a State coming here 
we could not tell the governor of the State what to do, certainly. 
But as long as Alaska remains a second-class citizenry and a second- 
class area, that is what we have to do. The situation in the States 
is different entirely. Maybe in some States the governor has no au- 
thority to incur debt. I do not know. ‘That depends on the State 
constitution; does it not? 

Mr. Arnoup. Or State law. 

Senator Jackson. Yes, but assuming they all operate under a con- 
stitution, or State law, if he has been granted that authority. Very 
clearly, in this case that we have before us, inasmuch as all authority 
comes from the Federal Government, and none from the people them- 
selves, you have an entirely different situation. 

Mr. ArNowp. I respectfully disagree with the view that none of 
the authority comes from the people themselves in Alaska, or comes 








22 ALASKA UNEMPLOYMENT FUND LOANS 


from the Territorial legislature, because Congress has conferred 
legislative power on them to some degree. I have stated my view 
here | do not desire to labor the question. 

I point out again that there seems to be no limit to the amount of 
money that can be borrowed under this act. I heard the Department 
witness testify vesterday that these loans are limited to a certain 
amount at any one time, or approximately $31; million now, and at the 
end of the next quarter another loan could be procured, At the rate 
of disbursement as set forth in the Governor’s message, and the legis- 
lative journals, it is the view of the Territorial officials that within the 
next vear it will require 5 or 6 million dollars to keep the fund solvent. 

Senator Jackson. Is it your judgment, based on what went on in 
the legislature, that the legislature is opposed to this-bill to grant the 
authority to the Governor, and is the Governor opposed to it? 

Mr. ARNOLD. | only state what ts in the Governor’s message dealing 
with the subject, which I have read, and on the other matter I cen 
only state what appears in the report of the special committee of the 
legislature which drafted the Unemployment Compensation Act. 

Senator Jackson. This message relates tO provisions contained in 
the amendments to the act in 1955. 

Mr. ArRNoup. It deals also in answer to your question as to what he 
intended to do about the loan. 

Senator Jackson. What part is that? 

Mr. Arno tp. It is in the last part. 

Senator Jackson. This is what he says bere: 

I have advised the legislature from time to time that I would apply for a Federal 
loan when action to stabilize the fund has been taken by the legislature. 

I gather in your judgment the legislature failed to do or has the 
Governor felt that they failed to stabilize the fund? 

Mr. Arnotp. In his message he says they have. 

Senator JACKSON (reading) : 

The legislature has attempted to perform this task and while it appears to me 
that the result will not accomplish the desired end, I will now complete the request 
forthe loan. As I advised you recently, the Attorney General of the United States 
has ruled that Alaska is not eligible under the organic act to receive a loan of this 
kind. I will try to remove this obstacle. 

Apparently he did not ask the legislature to give him the authority 
to make the request. 

Mr. Arnotp. The message states all that I know about the Gov- 
ernor’s view. He stated his views in the message. 

Senator Jackson. In other words, I take it from this paragraph 
without having read the letter, that while he was not satisfied with the 
way the legislature handled the matter, the legislature having acted, 
he nevertheless would go ahead and apply for the loan. 

Mr. Arnoup. I am not sure whether it is in his message or not, 
but | think the fact is that he did apply for the loan. IL believe that 
to be correct. 

Senator Jackson. [I assume he must have in order to get the opinion. 

Mr. Goopwin. Yes, he did apply for the loan. 

Senator Jackson. And you advised him that under the ruling of 
of the Attorney General they were not eligible? 

Mr. Goopwin. That is right. 

Senator Jackson. Is it your judgment that it was the view of the 
legislature that the Governor should not have this authority or that 
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he did not have the authority to apply? Tam interested in that point 
That is a point that is relevant to this 

Mr. ArNoup. | was not present and | only know that a resolution 
requesting him to apply for the loan or directing him—I think request- 
ing him to—failed to pass. 

Senator Jackson. We as lawvers know that means nothing in the 
legislative history of anything, because if that were the case we could 
establish all kinds of legislative history. We could get one member to 
introduce the bill. That would mean just because the bill did not 
pass, you could draw the inference the legislature was opposed to it 
If that were the case, there would be many thousands of bills ving 
idle here. 

Mr. Arnoup. Your question was with respect to my judgment on 
the matter. 

Senator JAcKsoN. Your point earlier was the fact that this bill was 
introduced and not acted upon meant that the legislature seemed to 
have been of the judgment that they were not going to act on it, and 
therefore we could conclude from that or we could come to the con- 
clusion that the legislature was not in favor of having the Governor 
make application for the loan. 

Mr. Arnoip. You did not permit me to answer the question. 

Senator Jackson. Iam sorry. You may do so. 

Mr. ArNnotp. The matter was very controversial and consumed a 
great deal of the time of the legislative session. 

Senator Jackson. The resolution. 

Mr. Arnoup. Yes. It failed of passage by a tie vote in the senate 

Senater Jackson. The resolution did come up for a vote? 

Mr. Arnon. Yes. 

Senator Jackson. It failed by a tie vote? 

Mr. ArNoup. Yes. 

Senator Jackson. What happened in the house? 

Mr. ArNoup. It passed the house. 

Senator Jackson. By a substantial margin? 

Mr. Arnoup. I believe so. 

Senator Jackson. Has the attorney general of Alaska rendered any 
ruling on this question of whether the Governor has the authority to 
apply for a loan? 

Mr. Arno.p. I think not. The Solicitor for the Department of 
Interior rendered an opinion that he did have the authority. 

Senator Jackson. That the Governor did have the authority? 

Mr. Arnoup. I believe so. 

Senator Jackson. Mr. Edwards, could you come forward? What 
is your judgment on that? 

Mr. Epwarps. The question we passed upon was the same one the 
Attorney General subsequently ruled on. I have not given any 
thought as to whether or not the Governor has the authority under 
this Federal legislation to apply for the loan. As | understand the 
Financing Act of 1954, it says that the Governor may apply. 

Senator Jackson. It is not mandatory. It is discretionary. 

Mr. Epwarps. Yes. 

Senator Jackson. Let me ask you this question. Would it be 
possible in the absence of some specific Federal legislation or legisla- 
tion by Congress for the Legislature of the Territory of Alaska to 
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prohibit the Governor from entering into a loan of this kind under the 
organic act, either originally or amended? You see my point? 

Mr. Epwarps. Yes; I am fully aware of your point. There are 
some safeguards under the organic act. As you know, the Congress 
is the sole fountain of power for the Territorial legislature. In that 
grant of power to the legislature, it reserves unto itself the right to 
review any act that is passed by the legislature. Also the Governor 
must approve the act of the legislature before it becomes law, and 
then the Congress could overrule that action by the legislature and 
by the Governor and reverse it. However, as I understand in the 
history of the development of our country over 11 of the Territories 
that had similar powers at no time has Congress ever reversed 
Territorial legislature. But it would be possible, I think, for the 
Congress to give to the Governor of a Territory, since he is the repre- 
sentative of the Federal Government, the authority to carry out the 
functior s as the Governor, possibly irrespective of the wishes of the 
legislatuve. 

That varies between a number of Territories because I know that in 
some Territories the legislature can overrule a Governor’s veto, and then 
the Governor sends it on to the President. By reason of the variations 
between the various Territories, you have to look at the individual law 
of the respective Territory. As I say, I have not gone into it carefully. 

Senator Jackson. A Territorial legislature has limited power, the 
limitation being that which the Congress has granted. 

Mr. Epwarps. They only have the powers which Congress grants 
to them. 

Senator Jackson. | was wondering, first, whether there was any 
provision in the Territorial laws that would prohibit the Governor 
from entering into this agreement. 

Mr. Epwarps. I do not know. 

Senator Jackson. Secondly, if there were such powers would they 
be in conformity with the organic act. 

Mr. Epwarps. That would be a difficult question, that last one. 
I do not think there are any laws presently. 

Senator Jackson. This bill at least proposes to dispose of that by 
saying that if there are such laws, they are repealed insofar as this 
specific act is concerned. 

Judge Arnold takes the position that the Territory should vest the 
Governor with the power if it is to be vested, and not the Congress. 

Mr. Arnoup. I think Congress should remove the limitation and 
leave the rest to the Territory. 

Senator JAcKson. Remove the limitation. 

Mr. Arnotp. Remove the prohibition of the organic act against 
debt and leave the Territory to decide whether they will empower 
the Governor to incur the debt. To avoid any misunderstanding I 
want to say that I do not believe there is any act of the legislature 
which by its form would affirmatively prohibit the Governor from 
incurring a debt. I also think there is no act of legislature which 
purports to authorize him to incur a debt. 

Senator Jackson. [t might be beyond their authority anyway if 
they tried to do it. 

Mr. Arno.tp. I think there are some statutory provisions relative 
to the fiscal affairs of the Territory that would be contravened by such 
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an application. I am not prepared to advance the point, because | 
have not made any study. 

Senator Jackson. Judge Arnold, I interrupted you several times, 
so you may proceed ia your own way and complete your statement 

Mr. Arnoup. I have completed, with one exception. 

One of the witnesses who preceded me, Mr. Goodwta, ta response to 
a question from you or to a series of questions from you, explataed the 
provisions of the receatly enacted Territorial law aad the 1953 Terri- 
torial law with respect to waemployment-tax collections aad benefits. 
1 am not in agreement with the explanation which he made. L. just 
want to say that. 

Senator Jackson. Wherein do you disagree? 

Mr. Arnoup. | disagree as to the application of the 1953 law, and 
also as to the effect of the 1955 law. 

Senator Jackson. Do you mean as to overall benefits? 

Mr. ArNoup. Yes. 

Senator Jackson. What is your interpretation of the benefits in 
the 1953 act as compared with the 1955 act? That was the main area 
that Mr. Goodwin iestified on. 1 believe in fairness to him, I don't 
believe he attempted to go into detail of the act. It was the general 
benefits he was referring to. 

Mr. Arnoutp. The 1953 act liberalized the law, as he said, with 
reference to those who would draw benefits under it as far as the 
statutory language was concerned. But the act authorized and 
directed the Employment Security Commission to promulgat 
regulations limiting payments that would be made to seasonal workers 
The Commission was composed of 4 people, 2 representatives of man 
agement and 2 of labor, and they never were able to function. Every 
thing including votes to adjourn were tied. They were never able to 
carry the law into effect. 

As a result, the fund was depleted rapidly. The 1955 act is different 
in that respect. 

Senator Jackson. You feel that the failure of this Commission to 
reach an agreement as to the Administration of the fund in relation to 
seasonal workers had a substantial bearing on the depletion? 

Mr. Arnoutp. Yes. The 1955 act changes the situation in this 
way. The Commission is not delegated any authority in that field, 
but the provisions of the law respecting eligibility are changed ver 
radically, and in a very, very restrictive fashion as applied to our 
emplovees. That, of course, is another reason why we feel that our 
property ought not to be pledged as security for this debt while our 
own employees, thousands of them, are denied benefits under the 
act. Not only that, but those employees are taxed. Deductions 
are made from their own pay and paid into a fund. 

Senator Jackson. Does Alaska have a tax on employees as well? 

Mr. ARNOLD. Yes. 

Senator Jackson. What is that tax? 

Mr. Arnoup. One-half of 1 percent. That is a provision of this 
new law. 

Senator Jackson. That just went into effect. 

Mr. Arnoup. That is right. 

Senator Jackson. Prior to that there was no such provision. 

Mr. Arnotp. That is correct. Il understand that there is only 1 or 
2 other States of the Union that do have such a tax. It has been 
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imposed under this act. From our viewpoint the difficulty arises from 
the fact that thousands of our employees who are subject to the tax 
are denied benefits by the terms of the law. 

Senator Jackson. That is a right the Territorial Legislature has 
in its grant from Congress. If they want to reach that conclusion, 
the same as any State can do it, they can do it. 

Mr. Arnotp. They have the power to enact discriminatory legis- 
lation and they have exercised it. 

Senator Jackson. That would not be a matter for this committee 
to pass judgment on other than as you are trying to explain the 
changes. Do any of the 48 States have provision for seasonal workers? 

Mr. Arnoxp. I think that similar provisions are contained in other 
laws, but because of the geography and the method of operation in the 
salmon industry pursuant to Fish and Wildlife Service regulations, | 
am certain that there could not be any instance where whole groups 
- thousands of resident native Indians would be blanked out of the 

et after they have been under it for 15 years. I cannot believe that 
a aun ition like that could or would exist in any other State. 

| again agree that is not a matter to be reviewed by this committee, 
but it serves to illustrate why we are unhappy about this bill to incur 
this de ~ when our own employees are denied the right. to participate 
under 

aaa Jackson. I can see your point, but the committee is in this 
situation. It is not for the committee to pass judgment on the dis- 
cretion exercised by the legislature is that regard, unless the Congress 
is going to start to review all acts of the legislature. I believe Mr. 
Edwards has pointed out that under those organic acts where such 
authority might reside eventually in the President to affirm or uphold 
the veto of an act taken by the Territorial governor, thus far such au- 
thority has never been exercised. 

Mr. Arno.p. I do not think this Congress ought to try to review it 
in the existing circumstances, as bad as I feel they are. It is a prob- 
lem for the legislature, and it has resulted in Congress considering 
legislation to incur an obligation against our property. 

Senator Jackson. The only question that could arise here is whether 
the Governor has the authority to incur this debt. I gathered from 
his own message to the legislature he was of the opinion that he had 
the authority. At least he is proceeding in a way that would indicate 
that he did have it. 

Mr. Arnovp. I offer no explanation of that other than the possible 
one that at the time he may have considered that he did have the 
authority, and proceeded on that assumption until the opinion from 
the Attorney General arrived. Ido not know whether that is correct. 

Senator Jackson. I mean the authority to make the application. 
Whether he could get it, he did not know at that time apparently. 

Mr. Arnoxp. I have nothing further unless there are some questions. 

Delegate Barrier. I have just one question. 

Judge Arnold, in the new Alaska law, is there any provision for 
refund of employee ‘s’ tax? 

Mr. Arnoup. There is a provision in the act that if his earnings are 
less than $450 the worker is denied all benefits under the law under 
any circumstances, and he may and is authorized to apply to some- 
body, the fund, Treasurer or somebody, for the return of the half of 
1 percent of his wages which has been deducted pursuant to the law. 
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If his earnings are over $450, he cannot apply for a refund, even though 
he may still be, and in the case of our employees, thousands of them 
would still be excluded from the benefits under the restrictive eligibil- 
itv formula. 

Delegate Barrierr. That is all | would care to ask, Mr. Chairman 

Senator Jackson. As a general proposition, Judge Arnold, no 
matter what the legislature might have done in this situation 
whether they passed a bill that you folks think should have been 
passed—they would still have to apply for a loan, would they not, some- 
place? They would run out of money. You could not get the money 
in that fast. 

Mr. Arnoup. Going back prior to the Territorial loan, | think that 
is correct. No matter what happens, they had to get some money 
to start in business with. They could not meet the first day’s payroll 
| agree with that. 1 think that the logical place to get that capital, 
if you want to call it that, is under this 1954 Federal act. 

Senator Jackson. Therefore, should they not have the authority 
now to get it? It seems so unfair for us to try to sit in judgment on 
whether they are exercising good judgment in applying. 

Mir. Arnotp. I do not think you should. 1 think, Senator, that 
the Congress ought 

Senator Jackson. Once we establish that kind of precedent here, 
we will be confronted with this thing every time a loan comes up from 
a State. We will hale Mr. Goodwin up and say, ‘Do you know what 
went on at the legislature in Michigan” or any other State “and why 
they just went hog wild on something and de ‘ple ted the fund?’ 

Mir. Arnoup. That certainly is not my point. I think that Con- 
gress ought to remove any prohibition—any congressional prohibi- 
tion—against the Territory of Alaska applying for a loan from the 
Federal fund under the 1954 act and leave it to the Territory to decide 
when and how much they want to borrow if they are otherwise eligible. 

Senator Jackson. If we are doing that, why do we not give them 
all the other legislative authority they ought to have and let them 
control their fisheries or any thing else. 

Mr. Arnoup. That is a matter for Congress to determine. 

Senator Jackson. That is if we are going to be consistent. You 
cannot pick and choose. That is the whole fight on statehood. As 
long as we are wholly in control, we ought to be consistent in what we 
are doing here. 

Mr. Arnoup. I agree with that. I think having delegated the 
legislative authority to the legislature that Congress ought not to 
take it back as I think this bill does. 

Senator Jackson. This bill does not delegate any authority to the 
legislature. 

Mr. Arnoup. The organic act does. 

Senator Jackson. Yes, the organic act does. We are confronted 
with an emergency now which apparently the Governor wants some 
help on. We passed a law thinking that it would be possible for 
Alaska to participate in the program. We specified that Alaska was 
eligible. We just stated the 48 States and then we named Alaska 
Then it turns out that Alaska is not eligible because of a provision in 
the organic act that would require specific repeal by the Congress to 
make the 1954 act effective. It seems to me it is just a matter of 
equity that we should simply void the technical mistake, if we made 
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one—-the Attorney General thinks we did—and make it possible for 
the Governor to apply. If he were an ordinary governor we would 
not have any problem. But he is a creature of Congress. He is 
appointed by the Federal Government —by the President—and he 
must be confirmed by this committee. I do not think that you are 
on consistent eround when you say that the legislature ought to 
empower hi» to do these ae because he is not a governor in the 
real sense that we think of it as in the 48 States. That is what 
happens when you have Te Saath al status. That is why we have this 
problem. | think there is a great merit to your argument if we were 
invading the sovereignty of the 48 States. Alaska does not have too 
much sovere ignty. 

Mr. Arnoup. I certainly do not want to prolong this hearing. 
] have stated m\ position. 

Senator Jackson. | think your argument would be very sound if the 
Governor was one elected by the State or even by the people up there. 

ut he is not even elected by the people. He is appointed, I think 
that the logic of your argument would be fully applicable in the case of 
any of the 48 States. But where we have held the checkreins and 
continue to exercise substantial congressional authority over Alaska, 
and have delegated a small part of it to the Territory, I do not see 
how it applies. I think you agree with me that the only thing they 
can do is get a loan in this situation an vway. 

Mr. Arnoxp. I think they ought to have a loan. I think Congress 
ought to remove the impediment to their obtaining a loan which 
Congress imposed, and let the Territory make its own decision. 

Senator Jackson. By calling a special session on this situation? 

Mr. Arnon. I| take it there will be a special session called anyway 
according to the Governor’s message. 

Senator Jackson. We appreciate having your testimony. 

Mr. Arnotp. Thank you very kindly, sir. 

Senator Jackson. The next witness is Mr. Fred Hoehler, represent- 
ing the American Federation of Labor. 


STATEMENT OF FRED K. HOEHLER, JR., SOCIAL INSURANCE 
ACTIVITIES DEPARTMENT, AMERICAN FEDERATION OF LABOR 


Mr. Hornuer. | have a short statement. Would you care for me 
to read it? 

Senator Jackson. Very well. 

Mr. Hornier. My name is Fred Hoehler, Jr. Lam special assistant 
for unemployment insurance in the department of social insurance 
activities of the American Federation of Labor. My office is located 
in. the AFL Headquarters Building at 901 Massachusetts Avenue NW., 
Washington, D.C 

Mr. Chairman and members of the committee, I greatly appreciate 
the opportunity to appear before your committee and present the 
views of the American Federation of Labor in support of S. 1650 
which authorizes the Territory of Aleska to obtain advances from the 
Federal Unemployment Act. I have with me, moreover, a telegram 
to President Meany from the Territorial Federation of Labor in 
Alaska, asking him to assign a staff member to speak on their behalf. 
I therefore come before vou representing both groups. 
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We wish to commend vou ventlemen on the speed with which vou 
are attempting to attack the unhappy situation into which the 


Alaskan unemployment insurance fund has fallen. As you know, the 
complete depletion of funds for the payment of unemployment bene 
fits has been in the making for some time. The situation has been 


critical for many months. 

We had hoped to see prompt action by the Alaskan Legislature 
early in January 1955, when it convened. Even if it had acted, how 
ever, this law would have had to be passed. ‘The speed whieh is now 
necessary precludes the very real need for examining Public Law 567 
(the Reed bill) and its loan features. Last vear the American Federa 
tion of Labor, in supporting grants instead of loans for meeting situa- 
tions of this kind, testified that a large number of States have con 
stitutional limitations against borrowing. While | do not remember 
that we specifically mentioned Alaska, it now appears that the Terri- 
tory has similar limitations. 

The reasons why approximately 10,000 qualified beneficiaries and 
their families were denied benefits during the end of March and the 
first of April of this vear are, in our view, because of the following: 

The fact that there is a very high cost of living in the Territory, 
and therefore a high wage rate. In 1953 the average weekly wage of 
covered workers was reported by the Bureau of E mplos ment Security 
to have been $120.95. Whereas in the States the figure in 1953 was 
$72.98 and Alaska is included in this average. Now in the States, 
with the exception of a few jurisdictions, the unemployment insurance 
system is being financed by taxing the first $3,000 which is earned by a 
worker. Alaska has used the same figure. I think that elementary 
mathematics would indicate that the taxable wage base should be 
much higher. Particularly is this true when the maximum benefit 
amount allowable ranges from $35 to $70. In other words, the Terri- 
tory has patterned itself after the States where the economy and wage 
rates are in no way comparable. 

The fact that the experience rating provisions in the Alaskan 
i have given the employers of Alaska close to $5 million in wage 
credits which in effect take money out of the fund. Had this not been 
me the Alaskan fund would not now be in its present condition. 

The fact that there has been a sharp decline in military construe- 
io which has resulted in an abnormal drain on the Alaskan fund 
The Governor of Alaska in a letter to the legislature dated March 28, 
1955, specifically makes this point. 

The fact that the Territory has experienced several very bad 
years in its fishing and canning industry. Unable, because of its 
Territorial status to effectively regulate this, presently its greatest 
natural resource, it has been unable to plan effectively toward ironing 
out the economic peaks and valleys. 

The fact that an appointed Governor attempted to use the 
power of his privileged position to force the popularly elected legis- 
lature to do his bidding. He thus made it very difficult for the legis- 
lature to conduct calm and intelligent debate just when this approach 
was most needed to solve the problem if qualified beneficiaries were 
not to be hurt. 

The fact that the members of the legislature, taking the only 
stand they could take and still hold their independence, refused to 
surrender to the Governor and declined to pass his legislation. In 
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explanation, perhaps you know that the legislature had before it two 
bills; one bill was supported by the Governor and one bill by what 
appears to have been a majority of the legislature. The Governor, 
according to our information, indicated that he would not apply to 
the Federal unemployment account for a loan unless his bill was 
passed. He did not apply and his bill was not passed. 

The fact that the Attorney General of the United States over- 
ruled the popularly elected attorney general of Alaska, and decided 
that the Territory could not, under its organic act, request a loan 
from the Federal unemployment account. Be it noted here that the 
decision of the United States Attorney General came only after it 
had been in his office for many weeks, and only at the time the regular 
session of the Alaska Legislature was about to adjourn. Up until 
this time—up until the 7 rritorial unemployment fund was literally 
empty—the Governor of Alaska was promising to apply for an ad- 
vance if the legislature would meet his conditions. His ability to 
apply for such advance could only have been based on the opinion 
of the attorney general of Alaska. 

Strangely enough, the Territorial legislature may be denied the 
one avenue open to it if it is to even temporarily solve the problem 
itself. The situation is this. The legislature, before it adjourned a 
special session called for the purpose of enacting amendments to the 
Alaskan Unemployment Insurance Act, passed legislation trans- 
ferring $2 million from the general fund to the unemployment com- 
pensation fund. The treasurer of Alaska transferred $1 million. A 
suit has been filed, insofar as we can ascertain by an Alaskan employers 
association, enjoining the treasurer from transferring further funds. 
Therefore, as of April 22, 1955, the qualified beneficiaries in Alaska 
were again denied the benefits due them. 

We will not take more of your time to go into great detail in regard 
to this matter, since it is important that this bill be acted on speedily. 
I would like to say, however, that this is not simply a problem of 
allowing the Territory to borrow. It is a problem which can only be 
finally decided by bringing the Territory into the Union where it 
can enjoy the rights and responsibilities that accrue to the individual 
States. 

When the Reed bill (Public Law 567) was passed, it expressed the 
decision of the Congress to allow the various unemployment com- 
pensation jurisdictions to borrow funds when such help was needed. 
As a Territory, Alaska is unable itself to solve its desperate situation. 
Senate bill No. 1650 must therefore be acted upon favorably if the 
will of the Congress as expressed in the Reed bill is to be permitted 
to apply in the case of Alaska, and if the people of the Territory are 
to be able to maintain a functioning system of unemployment insur- 
ance. 

Senator Jackson. Is there anything you wish to add? 

Mr. Hoeuter. I did want to add one point, Mr. Chairman. When 
the Reed bill was passed the Congress expressed its decision to allow 
various unemployment jurisdictions to borrow funds when help was 
needed. Therefore, it seems to me that Senate bill 1650 should be 
acted upon if the will of the Congress as expressed in the Reed bill 
last vear is going to be permitted to apply in the case of Alaska. 
We urge speedy passage of this particular bill, S. 1650. 
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I have not included in this testimony any remarks as to the merits 
or lack of merits of the bill just passed by the Alaskan legislature. 
We did not think it was germane for this committee. 

Senator Jackson. That is not for this committee. I hope we neve 
find ourselves in that situation. It is difficult enough to deal with 
all the problems of the Territory without attempting to sit as a House 
of Lords here, and pass on the acts of the legislature. We would 
have everybody in the legislature down here testifying after they got 
‘through voting up there. 

Thank you very much, Mr. Hoehler. Do you have any other 
point? 

Mr. Horuurr. There is one thing. I think this Reed bill has not 
been adequately explained. Perhaps Mr. Goodwin who is here can 
explain it. As I understand the Reed bill, the Governor is the person 
who requests a loan. The legislature has nothing to do with it. 
Therefore the legislature does not have anything to do with it in 
Alaska. The Governor is the person empowered to request a loan 

Senator Jackson. You see the point Judge Arnold raised. His 
point is that there is a question whether the Governor of the Territory 
has the authority to apply for a loan. 1 probably did not state that 
quite correctly. He feels that if the Governor is to apply that he 
should be authorized by the Territorial legislature. Have I stated 
that correctly? 

Mr. Arnovp. I think that is correct. 

Senator Jackson. It is a moot question. Apparently there is no 
prohibition in the Territorial organic act. There is nothing in the 
organic act that prohibits him from applying. Apparently there is 
nothing in the act of the Territorial legislature that — him. 
But his point is that presumably in most States the Governor gets 
his authority to incur such indebtedness either under the State unem- 
ployment compensation act in that State, or by reason of some pro- 
vision of the constitution or some general act of the legislature pur- 
suant to the State constitution. 

Mr. Horuter. It was our understanding that early in January the 
attorney general of Alaska issued an opinion. Whether it was an 
official legal opinion I do not know. He issued an celles "that the 
Governor could ask for a loan from the Reed Act. Then later on 
toward the end of the session the United States Attorney General 
overruled this decision in effeet by saying that he could not. 

Senator Jackson. They are two different things. You have two 
different situations. He might have the authority to apply for it, 
but the point is that the Attorney General might first rule that he 
has the authority to apply for the loan, but that would not have 
anything to do with the question as to whether or not the 1954 act 
did repeal by implication the provision of earlier acts enacted by the 
Congress which has a limitation on debt that might be incurred under 
the organic act. So there are two separate questions. 

Is it your understanding that there was a ruling by the attorney 
general of Alaska? Do you know if that is true, Mr. Edwards? 

Mr. Epwarps. I did not quite follow you. 

Senator Jackson. The question that is being raised is whether or 
not the Governor has authority under existing law or if there is any 
prohibition in the existing Territorial law to make an application 
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under the provisions of the 1954 act which would involve in essence 
the imcurrence of a debt 

Mr. Epwarps The prohibition that the Attorney General ruled 
ugallst 

Senator Jackson. | am talking about the attorney general of 
Alaska 

Mr. Epwarps. I don’t know anything about the attorney general 

f Alaska 

Senator Jackson. | understand what the United States Attorney 
General ruled. This is the attorney general for the Territory. 

Mr. Hornier. We want this act passed, 

Mr. Arnoup. I can answer that, Senator Jackson. The attorney 
general of Alaska advised the Governor and the legislature that the 
prohibition in the organic act did not apply to the application under 
the Reed Act. That was at the time when the legislature was debat- 
ing a resolution empowering or directing him to make the loan. The 
theory of the attorney general of Alaska was that there was no con- 
cressional inhibition, and it was a question of local legislation. 

Senator Jackson. Then the essence of the resolution if the Gov- 
ernor had the authority —was that there was no need for that but the 
resolution went beyond that. It apparently directed the Governor 
to apply for a loan so that he would not be able to exercise any 
discretion 

Mr. Arnon. | cannot be specific as to whether it was discretionary 
or mandatory. 

Senator Jackson. That might make a tremendous difference. | 
understand it was a directive. If the bill proposed directing him to 
do it, I can see it would be a different situation. Mavbe a lot of 
oe in favor of the loan would not want to invade the province 
of the Governor as to exercising discretion. I would certainly be 
opposed to that. I do not think you ought to tell any head of a 
department in a situation like that exactly what he had to do. It 
would leave him pretty well tied up. I do not think it would be fair, 
which again is collateral to this matter, to draw any inference from the 
failure of the legislature to act that they necessarily opposed any 
application for a loan. If that was in the provision of the proposed 
bill, it makes a terrific difference. It would to me. If it provided 
that he is directed to apply and not authorized to apply. 

Do vou have any further questions, Delegate Bartlett? 

Delegate Bartierr. No. 

Senator Jackson. Delegate Bartlett, vou may proceed. 


STATEMENT OF HON. E. L. BARTLETT, DELEGATE IN CONGRESS 
FROM THE TERRITORY OF ALASKA 


Delegate BarrLetrr. First, Mr. Chairman, I want to sav I am con- 
fident as | can be that there is no prohibition in Territorial law which 
would prevent the Governor from applving for a loan. That was 
never at issue. I think it ought to be further explained that the 
resolution adopted by the house of representatives urging the Gover- 
nor of Alaska to apply for a loan was adopted on January 28, of this 
vear. 

Senator Jackson. Did that urge him to apply and was passed by 
the house? 
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Delegate Barrietr. I cannot state definitely [ am referring here 
to House Memorial No. 7 on this subject later adopted and I do 
not have the precise words of the resolution before me, but I will 
be glad to supply it. 

The memorial is as follows: 


HOUSE MEMORIAL NO 


In the Legislature of the Territory of Alaska, Twenty-second Legislature, First 
xtraordinary Session 


To the Preside nt of the l nited State yf the ( Ongress of the / iited State x the Secretar j 
of the Interior: the Ne crctary or Labor: and to the Delegate lo Congress frow 
llaska 

Your memorialist, the House of Representatives of the Territory of Alaska, 
in extraordinary session of the 22d legislature assembled respectfully submits that 

Whereas the Congress of the United States, on the recommendation of the 
President, did in 1954 create a Federal unemployment fund for the purpose of 
assisting the States and Territories in meeting unemplovment insuranee obliga 
tions; and 

Whereas in mid-1954 it became apparent that the unemployment benefit fund 
of the Territory of Alaska would, by early 1955, be exhausted and that its supple 
mentation from said Federal loan fund would be necessary for continued payment 
of benefits; and 

Whereas the United States Department of Labor, as early as October 4, 1954, 
and repeatedly thereafter, urged the Alaska Employment Security Commission 
and the Governor of Alaska to apply for an advance of funds from said Federal 
unemployment account in contemplation of early exhaustion of Alaska’s benefit 
payment fund, which total depletion has now occurred, together with the dis 
continuance of payments; and 

Whereas in January 1955 the Alaska Employment Security Commission was 
reported to have requested the Honorable Governor B. Frank Heintzleman to 
seek such an advance in order to avoid interruption in payment of Alaskan 
unemployment insurance claims; and 

Whereas by law, application for such Federal loan may be made only by the 
governors of the several States and Territories; and 

Whereas the house of representatives of the Territorial legislature did in the 22d 
session regularly assembled urge the Governor of Alaska by resolution adopted on 
the 28th day of January 1955, that he make immediate formal application for such 
Federal loan; and 

Whereas it had long been abundantly obvious that absentee controlled financial 
interests which operate in Alaska and which were opposed to employment security 
were adamant in their opposition to such an advance and to the continued pay 
ment of unemployment benefits; and 

Whereas the Governor of Alaska chose to disregard said house resolution and 
the need of Alaska’s unemployed and destitute citizens, supporting thereby the 
aforementioned financial interests; and 

Whereas the Governor of Alaska has sought at the expense of Alaska’s unem- 
ployed to encroach upon the authority of an elected legislature and has for political 
advantage attempted to embarrass the legislature and has by coercion, delay and 
deliberate direction sought to exert his will upon the elected Alaska Legislature 
and 

Whereas the Governor did on the 26th day of March 1955, call a special session 
of the Territorial legislature and did therein, in contravention of an opinion of the 
Territorial attorney general, attempt to limit the deliberations of the legislators 
as to both subject matter and time: and 

Whereas on March 28, 1955, the Governor did advise the legislature that he 
would not seek a loan from the United States unless and until he was given control 
of the Alaska emplovment security program by power of appointment of the 
administrative board thereof and until $1 million was advanced from the Terri 
torial general fund to the Employment Security Commission fund: and 

Whereas the attorney general of Alaska in an opinion dated January 8, 1955, 
had held that in establishing the Federal unemployment account the Congress of 
the United States had clearly intended its use and availability to Alaska, and that 
there was no legal obstacle to the Governor’s making application for such loan 


and 
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Whereas the Governor, in disregard of said opinion of the attorney general of 
Alaska, 244 months ago sought and has since obtained an opinion from the At- 
torney General of the United States and did advise the legislature on March 31, 
1955, that under such opinion the Territory could not obtain a loan from the 
United States with which to meet unemployment benefit claims; and 

Whereas the failure of the Attorney General of the United States to render an 
opinion throughout the period the legislature was in regular session makes it clear 
that his course of action was politically motivated and calculated to support the 
Governor in his attempt to intimidate the Alaska Legislature, and to force it to 
enact an employment security program which would deprive the Territory of the 
program’s customary economic support; and 

Whereas in the interim the legislature has passed and sent to the Governor, 
a prospectively workable and sound Employment Security Act designed to meet 
the needs of Alaska’s unemployed and to restore the employment security fund; 
and 

Whereas the Governor stated in a message read to the legislature on April 6, 
1955, that he “will now complete the request for the loan,”’ yet in reliance on the 
opinion of the Attorney General of the United States, suggested that such appli- 
cation would be ineffective without further legislation by the Congress; and 

Whereas it is clear to the legislature that only a governor who is not answer- 
able to the people may for political purposes so completely disregard the people’s 
welfare; 

Now, therefore, your memorialist, the house of representatives of the Territory 
of Alaska, in extraordinary session of the 22d legislature assembled, earnestly 
petitions the Congress of the United States to make clear to the Attorney Gen- 
eral of the United States, by special enactment, its already known intent that 
Alaska, like other jurisdictions, is entitled to make application for, and to receive 
the benefits of, title XII of the Social Security Act, as amended, 

In full confidence that the Congress will so make clear to the Attorney Genera) 
of the United States that Alaska was intended to participate in said title XII, 
along with the rest of the United States, the Territorial legislature has authorized 
a temporary advance of $2 million from its general fund to meet immediate need 
for payments to those of Alaska’s workers who are now unemployed. 

And it is further requested that the facts above recited be examined by the 
Congress in terms of their bearing on statehood for Alaska and the right of a 
free citizenry to elect a governor who will be responsible to their needs, interests, 
wishes, and welfare. 

And it is further requested that the Congress investigate the flagrant abuse of 
the power and prestige of the Attorney General of the United States and of the 
Governor of Alaska for deliberate political purposes at the expense of Alaska’s 
people and economy, to accommodate absentee-controlled interests, and to 
intimidate and harass elected representatives of resident Alaskans. 

And your memorialist will ever pray 

Passed by the House, April 7, 1955 

WENDELL P. Kay, 
Speaker of the House. 

Attest: 

Joun T. McLavuGuuin, 

Chief Clerk of the House. 

I certify the within to be a full, true and correct copy of House Memorial No. 7 
Wartno E. HENDRICKSON, 

Secretary of Alaska. 

Certified true, full, and correct 

Joun T. McLavaeuuin, 

Chief Clerk. 

Delegate BarrLerr. At that time the house of representatives and 
senate were locked in mortal embrace over the provisions of two 
different unemployment compensation bills. The house was for one 
bill and the senate was for another bill. No resolution on those bills 
was reached during the regular session of the legislature. So it 
convened again in extraordinary session to consider this matter, and 
a compromise bill was finally passed, which became law, as we have 
heard, without the Governor’s signature. 
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Going to the point of whether the legislature would at this time 
urge the Governor to make application for a loan I think we would 
find ourselves in an entirely different situation from that which 
existed back in January with the senate and the house failing to 
agree upon a resolution of direction or whatever it may be. 

I want to report to you that the 1955 act, which is now law on 
employment security, passed in the house by 20 to 3, and it passed in 
the senate by 13 to 3. 

Senator Jackson. Which law are you referring to? 

Delegate Barrierr. The Unemployment Security Act of 1955 
The resolutions which we have been discussing directing or urging o1 
whatever the Governor to apply for a loan were under debate and con- 
sideration during the regular session back in January or February 
But this has to do with a law that received substantial unanimity of 
votes from the legislature. 

On the political level I might say that this press clipping from which 
I am reading said that all the senate Republicans voted for it, and 
that three house Republicans were solid against it. The senate 
opposition came from three Democrats. So ‘there was a bipartisan 
twist to it. 

It seems to me, Mr. Chairman, that your committee is confronted 
by one proposition only. What will happen in Alaska if this healing 
legislation is not enacted? The fund is now down to the zero mark 

» are informed, and the Federal loan cannot be secured unless S. 1650 
or some similar measure is enacted. There is an emergency and | 
respectfully suggest that the sovereignty of the Territorial legislature 
would not be violated in any sense of the word if this bill were favor- 
ably reported and were enacted because it would place Alaska in 
exactly the same position as everyone thought it was when the 1954 
law went on the books. Any liens against property that would be 
occasioned by default on a loan, as you said earlier, would be no less 
or no greater than the case in the States. 

I want to emphasize again, Mr. Chairman, that in view of the 
almost unanimous vote in the Territorial legislature in special session 
for the employment security bill 

Senator Jackson. This resolution to the Governor did not come up 
again in the special session? 

Delegate Barrierr. | take it that it did not. | cannot speak with 
absolute knowledge on that. 

Mr. Arnotp. There is some legislation dealing with that. That is 
the one In litigation now that involves the $2 million loan. I under- 
stand that legislation deals with the question of loans from the Federal 
fund to repay the $2 million. I cannot tell you any more than that 
I have the newspaper clipping here, and that is all T have. 

Senator Jackson. Let us see it. 

Delegate Bartierr. In the meantime, Mr. Chairman, I would like 
to submit with your permission for the benefit of the record a copy 
of an opinion rende sey by the Solicitor of the Interior Department 
prior to that made by the Attorney General of the United States in 
which he asserted the conclusion that the organic act did not inhibit 
Alaska. 

Senator Jackson. Without objection that will be included in the 
record. 
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The document referred to follows: 


FEBRUARY 10, 1955 


, From UNEMPLOYMENT TRUST FUND 


itutorv Construction: Generally 
The restrictions on Territorial borrowing in title 48. United States Code, sec- 
tion 77 apply only to obligations which the Territory is bound to satisfy out of 
its funds Since i! der sections 120] and 1202 of the Social Security Act (Public 
Law 567, 83d Cong., 68 Stat. 668), the Territory would not be required to use 
its funds to repay an advance from the unemployment trust fund, the acceptance 
of such an advance would be an assumption of indebtedness within the meaning 


States Code. sectio ié 


‘tatutory ‘onstruction: Implied Pepeals 

laska within.the ambit of the Social Security .Act has freed 
the Territory ( uto from any restriction against accepting ad\ ances from the 
unemployment trust fund established under that aet which might otherwise have 


been contained it itle nited States Code. section 77 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLIciTorR, 
Washington, dD. ee F¢ b; “ary 10, 1955. 


MEMORANDUM 
To: The Secretary 
From: The Solicitor 
Subject: Advances to Alaska from Unemployment Trust Fund. 


I have been informed that unemployment compensation payments in Alaska 
have been so extensive that its regular funds are no longer available to the Em- 
ployment Security Commission of Alaska to continue the payment of benefits. 
Congress has recently provided a remedy for situations such as this in the Employ - 


ment Security Administrative Financing Act of 1954 (Public Law 567, 83d Cong., 
68 Stat. 668) amending titles [IX and XII of the Social Security Act, which permits 
borrowing from an unemployment trust fund in the Treasury of the United States. 
In terms Alaska is not excluded, but a question arises as to whether it can take 
advantage of the remedial legislation because of restrictions upon the authority of 
the Territory to borrow money contained in section 9 of the Organic Act of Alaska, 
approved August 24, 1912 (37 Stat. 514, 48 U.S. C. see. 77). 

These restrictions read as follows: 

‘* * * nor shall the Territory * * * have power or authority to create or 
assume any bonded indebtedness whatever; nor to borrow money in the name of 
the Territory * * *; nor to pledge the faith of the people of the same for any loan 
whatever, either directly or indirectly; nor to create, nor to assume, any indebted- 
ness, except for the actual running expenses thereof; and no such indebtedness for 
actual running expenses shall be created or assumed in excess of the actual income 
of the Territory * * * for that year, including as a part of such income appropri- 
ations then made by Congress, and taxes levied and payable and applicable to the 
payment of such indebtedness and cash and other money credits on hand and ap- 
plicable and not already pledged for prior indebtedness.” 

The purpose of these restrictions was explained by Delegate Wickersham of 
Alaska who introduced the bill which became the act of August 24, 1912, in his 
testimony in the hearings on the bill 

* * In Alaska we have a new country, and the situation there, it seems to 
me, does not justify any of the towns we have in that Territory or the Territory 
itself in issuing bonds and assuming a bonded indebtedness. The conditions there 
do not justify any of the towns or even the Territory in going into debt, because 
they can just as well pay the cash * * * They can go into debt but they cannot 
go into debt beyond the amount of taxes on bead or credits found due to the 
municipality or to the Territory * * * there they ought to stop until the organi- 
zation of government there justifies a further pledge of the public credit.’ = 
ings before the Committee on Territories, House of Representatives, on H. | 
62d Cong., Ist sess., 1911, pp. 96, 97. 

In testifving before the Senate, Delegate Wickersham further interpreted 
provisions agalnust dept 
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“There is an inhibition against debt If that is enacted, neither the Territory 
of Alaska nor any municipal division in the Territory cau assume any indebtedness 
of any kind above and beyond its cash resources on hand * *# 

“T want to call your attention to that so that you may understand fully that if 
that part of it is adopted it will prohibit the Territory and the municipal divisions 
therein from creating indebtedness tn 

‘“* * * We have resources in the Territory out of which we can 
money to run that Territory and pay all of its expenses without creating public 
debts.”’ (Hearings before the Committee on Territories (Senate) on S. 1647, 62d 
Cong., Ist sess., 1911, pp. 44, 45. 

Despite the positive language of the statute and the intimations of Delegate 
Wickersham that there were no exceptions to its generality, it seems clear from 
Mr. Wickersham’s own words that the prohibition was directed against obligations 
which the Territory would have to satisfy out of its own funds, either by raising 
taxes or by curtailing its governmental activities. Surely it was not intended to 
prevent the Territory from a formal assumption of an indebtedness which it could 
repay without resort to its own operating funds. 

It could do this under the recent amendment to the Social Security Act See 
tion 903 requires that there be credited to the account of the Territory of Alaska 
a mathematically fixed proportion of the amount transferred to the une mploy 
ment trust fund under section 901. Under title 42, United States Code, section 
1104, the Territory of Alaska may also deposit in the unemployment trust fund 
moneys from the Territorial unemployment fund. Therefore, the Territorial ac- 
count in the unemployment trust fund may, at any particular time, represent 
funds credited to the Territory under section 903 and funds deposited by the 
Territory. 

Whenever the total of the sums is less than the total compensation paid out 
during the preceding year, advances may be made to the Territorial account from 
{ a) of section 1201 which 


get enough 


the unemployment trust find, pursuant to subsection 
provides that the aggregate of such advances shall not exceed the highest total 
compensation paid out under the unemployment compensation law of the Terr 
tory during any 1 of the 4 calendar quarters preceding the quarter in which an 
application is made. 

These advances are to be repaid in the manner provided in section 1202.9 Under 
subsection (a) the Governor of the Territory may request that funds be trans 
ferred from the Territorial account to repay the advances, but he is not required 
to take this action. Instead, he may rely on the method of repayment provided 
in subsection (b) (1). This subsection appropriates certain Federal moneys in 
the unemployment trust fund and provides that “Any amount so appropriated 
shall be credited against, and shall operate to reduce, the remaining balance of 
advances under section 1201 to the State with respect to which emplovers paid 
such additional tax.” 

By utilizing this second method, the Territory would not be bound to use 
any funds which might ever have become available to it to repay an advanee 
made under section 1201. Of course, the Governor of Alaska might request that 
funds be transferred from the account of Alaska to satisfy advances made to the 
Territory and such funds might represent, in whole or in part, deposits made 
by the Territory. But the Governor is not so obligated to transfer these funds as 
to subject them to the inhibitions of title 48, United States Code, section 77; he 
may choose to permit the liquidation of the advances by credits of Federal funds 
under subsection (b) (1 

Accordingly, I am of the view that in accepting an advance from the unem 
ployment trust fund the Territory of Alaska would not be assuming an indebted 
ness within the meaning of title 48, United States Code, section 77 

However, even if the acceptance by the Territory of an advance from the 
unemployment trust fund were to be regarded as the assumption of an indebted 
ness which would otherwise be within the meaning of title 48, United States 
Code, section 77, this statutory provision would still be no bar to the transaction, 
in my judgment. I reach this conclusion from the fact that, when Congress 
passed the Social Security Act in 1935, by definition it placed the Territory of 
Alaska in a position identical with that of the States, except in one particular 
vocational rehabilitation under section 531 of the act $v this exclusion, as well 
as by the inclusion under all other portions of the act, it can be inferred that 
Congress did not then intend to deny to Alaska any of the applicable benefits 
of the act. The passage of the Employment Security Administrative Financing 
Act of 1954 as an amendment to the Social Security Act means that the same 
definitions were adopted, and that Alaska was granted the privilege, with the 
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States, of obtaining advances from the unemployment trust fund. The in- 
clusion of Alaska within the scope of these special statutory provisions would 
constrain me to conclude that advances from the unemployment trust fund were 
set apart from the provisions of title 48, United States Code, section 77 and 
that the Territory has been freed in this regard from the limitations imposed 
by that statutory provision 

I probably should note that if, by accepting such an advance, the Territory 
would assume an indebtedness within the meaning of title 48, United States Code, 
section 77, still it may be that the Territory might properly accept an advance 
which is not in excess of the anticipated receipts of the Alaska unemployment 
compensation fund for the year in which the advance is made. I have not 
addressed myself to this possibility, however, because, as I have indicated, the 
provisions of title 48, United States Code, section 77 are not, in my judgment, a 
bar to the acceptance by the Territory of an advance of the full amount per- 
mitted under section 1201 of the Social Security Act 

J. RevEL ARMSTRONG, 
Acting Solicitor. 

Senator Jackson. Judge Arnold has just made the point that there 
was some reference he believes in the act authorizing the incurrence 
of a loan from the general fund of the sum of $2 million, and also 
made reference to a refund of that by obtaining a loan under the 1955 
act. I just say this: If that is the case, Judge Arnold, it would seem 
to imply that the legislature wanted the Governor to go ahead and 
apply, because otherwise there was no way in which to get it. 

Mr. Arnoup. I do not know but it also might implv that they 
limited his authority to $2 million. 

Senator Jackson. Then that would be a matter of interpretation 
locally. 

Mr. Arnoup. That is one of the acts that will be overridden by 
this bill you are considering now. 

Senator Jackson. I wonder whether this bill would repeal that 
provision regarding the loan. I do not see how it would. If the loan 
was obtained from the general Territorial fund, how would this bill 
repeal that? 

Mr. Arnon. | referred to supposed provisions in that bill au- 
thorizing the Governor to apply under the 1954 act for $2 million to 
repay that loan. That may be open to the construction that the 
limit of his authority is $2 million and that would be repealed by 
S. 1650. All this I hasten to add is very vague because I have not 
seen the bill. I do not know. Maybe it authorized him to borrow 
all the money he can. 

Senator Jackson. We could be here indefinitely trying to construe 
the intent of the legislature. It seems to me that as a general propo- 
sition Congress having reserved its power in this field has to exercise 
its discretion sometimes, and we are confronted with a very realistic 
situation. The unemployment compensation fund in Alaska was 
depleted as of April 22. We are confronted with the further fact 
that the $2 million has been made available from the general fund of 
the Territory to pay unemployment compensation claims. Never- 
theless, $1 million of that $2 million has been expended, and the 
other million is tied up in a lawsuit. 

If we pass this act, | am sure if they get a loan they will not be able 
to tie that up in a lawsuit in view of the case of Massachusetts versus 
United States, in which the Commonwealth of Massachusetts passed 
a law which makes it impossible to file a suit where a Federal grant is 
concerned. 
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Delegate Barriterr. I remember that case distinctly. 

Mr. Chairman, may I add to the very best of my knowledge, the 
Governor did not request the legislature during its regular or special 
sessions for authority to apply for a loan. Again to the best of my 
knowledge that matter was never in question. Everyone assumed 
that he had needed auth \ority to make such application. 

In the meeting of the Territory Subcommittee of the House of 
Representatives on Friday last, the Assistant Secretary of Labor, 
testifying for this bill, Mr. Chairman, said that the attorneys in the 
Labor Department construed the language of S. 1650 to mean that 
the money advanced from the general fund of the Territory of Alaska 
could be replaced by loans from the 1954 Federal act. 

Senator Jackson. That, again, I would say, Delegate Bartlett, 
would be a matter that counsel in Mr. Goodwin’s Department will 
have to rule upon. 

Delegate Bartierr. I thought in order to make sure, Mr. Chair- 
man, if I may, that I asked the Assistant Secretary at that time if 
he would have any objection to an amendment pinning that down 
and he said he would have no objection. I offered it at the subcom- 
mittee meeting at the House yesterday, such an amendment, and 1 
was adopted. I hand the language to you for your consideration. 

Senator Jackson. Mr. Goodwin, have you seen this language? 

Mr. Goopwin. No, I have not seen it. 

Senator Jackson. I will read it. It will run at the end of the bill, 
I take it. Is the House bill identical with the Senate bill? 

Delegate Bartierr. Yes. 

Senator Jackson. It reads as follows: 

Provided, That the general fund of the Territory of Alaska from which advances 
have been made for the payment of unemployment compensation benefits shall 


be reimbursed from advances made to the Governor of Alaska from the Federal 
unemployment fund. 


If this provision were not included, would you advance sufficient 
funds so that the Territorial unemployment compensation agency 
could return the $1 million it has received so far to the general fund of 
the Territory? 

Mr. Goopwin. As Delegate Bartlett has indicated, we have con- 
sidered this question. The lawyers in the Department have con- 
sidered it and decided that such transfer can be made. That is the 
principal question that exists, that is, whether from the legal point of 
view transfer could be made from the unemployment account in the 
Territory back to the general fund. We have had an affirmative 
answer on that point. 

Senator Jackson. So at least if this amendment were adopted 
there would be no objection. It would merely confirm the legal 
opinion rendered by vour counsel. 

Mr. Goopwin. That is right. There is a possibility that there 
might be some need for terms of warding off legislation or a taxpayers’ 
suit or something of that kind. 

Senator Jackson. I take it you have no objection to this propose 
amendment. 

Mr. Goopwin. We have no objection, 
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Senator Jackson. What are the views of the Department of In- 


terior with reference to the proposed amendment offered by Delegate: 


Bartlett, and [ quote it: 


Provided, That the general fund of the Territory of Alaska from which advances 
have been made for the payment of une meney ment compensation benefits shall be 
reimbursed from advances made to the Governor of Alaska from the unemploy- 
ment fund. 

In other words, I understand this would make it very clear that the 
general fund of the Territory would be reimbursed to the extent that 
its funds have been advanced from the general fund to the unemplov- 
ment insurance account of the Territory. Mr. Goodwin has said that 
even without this provision their counsel has indicated that they could 
authorize the transfer of such funds in the unemployment insurance 
account to the general fund of the Territory. 

Mr. Coutter. Senator, our Department has never passed on that 
particular amendment. I would suppose they would have no objec- 
tion. It does not affect the principle on which we have endorsed the 
bill. 

Senator Jackson. It would occur to the chairman that if the 1954 
act had applied to Alaska, they would have had the money anyway. 
Because they did not have it, this is the only thing they could do in 
the meantime as a sort of stopgap device to prevent the termination 
of the funds immediately. In view of that situation, I do not see how 
if the bill as a whole is to be approved, that this provision should be 
deleted. The Chair understands that the departments are more or 
less in agreement on this, and the matter will be called to the attention 
of the full committee when we convene on this. 

This will conclude the subcommittee hearings on S. 1650. 

(Thereupon at 4:15 p. m., the hearing was concluded.) 
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APPENDIX 


fo: Senator Henry M. Jackson 
Subject: Notes on Basic Unemployment Compensation Loan Fund Law. 
From: Stewart French Committee Counsel 

Set forth below are some notes on the basie Federal law under which Alaska 
would participat by the provisions of S. 1650 





OUTLINE OF PUBLIC LAW. 56 


1. At the end of fiscal year 1954, and each fiscal year thereafter, the excess of 
Federal unemployment tax collections, if any, over Federal and State administra 
tive expenditures for employment security will be transferred to the unemployment 
trust fund. 

2. Such excess will be transferred to a Federal unemployment account f 
purposes of advances (loans) to States for benefit payments until such acco 
reaches $200 million, and whenever thereafter it is necessary to maintain the 
$200 million balance 

3.. When any excess above $200 million is accumulated, it will be transferr 
to the accounts in the unemployment trust fund in the proportion that thet 
taxable payrolls bear to the aggregate of taxable payrolls of all States 

4. Excess funds transferred to the State accounts may be used (a) for the 
payment of unemployment benefits or (b) within 5 fiscal years of such transfe1 
for « mploy ment security administrative expense, prov ided that the State legisla 
ture has appropriated specific amounts for specific purposes for periods not 
excess of 2 years 
5. Advances (non-interest-bearing loans) will be made to a State if at the end 
of any quarter, commencing with the third quarter of 1953, the State’s balance: 
in its reserve account is less than the benefits paid out in the preceding 12 months 
The amount of the advance is limited to the benefit expenditures in the highest 
quarter of the preceding four quarters. 

6. The advance may be repaid at any time, but if not repaid by the fourth Jar 
uary | after the advance is received, the 90 percent credit allowed against thi 
Federal unemployment tax will be reduced for the covered payrolls of employers 
in the State by 5 percent of the 3 percent Federal tax for the first year, and by at 
additional 5 percent for each successive year until the advance is repaid out of 
such additional Federal taxes. 
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HOW PUBLIC LAW 567 OPERATES 


Use of excess Federal unemployment tax 

Appropriations will be made by Congress as of present for grants to the States 
for administration of unemployment insurance and public employment offices 
and for Federal administrative expenditures in connection with the program 
At the end of each fiscal vear the excess of Federal unemployment tax collections 
over these administrative appropriations will be transferred to the unemployment 
trust fund. 
he excess taxes transferred to the trust fund will be placed in a Federal unem 
ployment account until that account accumulates $200 million. This account 
will be used to make loans to the States. The first excess taxes will be transferred 
retroactively on June 30, 1954. It is estimated that the excess is about $75 
million for fiscal year 1954. The $200 million will probably be accumulated in 
about 3 vears 

After the $200 million loan fund is accumulated, excess taxes will be distrib 
uted to the State accounts in the unemployment trust fund on the basis of their 
taxable payrolls. The amount distributed to the State accounts will have no 
relation to what they received each year in administrative grant Thus, a 
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State which has received grants equal to 150 percent of the Federal tax collection 
from that State will still get its proportionate share of the excess taxes, 

The State can use the excess distributed to its account either for benefits or 
administrative expenditures over and above what it receives in Federal grants 
for administration. However, the State cannot use the excess funds for admin- 
istration except to the extent that the State legislature has appropriated specified 
amounts for specific purposes for periods not in excess of 2 years. \lso a State 
can use these excess taxes for administration only within 5 years after receipt. 
Kixcess taxes that have been in the State account for more than 5 years must be 
used exclusively for benefits 


How the loan fund worl 

\ State will be eligible for a Joan if its unemployment reserve is less than the 
benefits paid out in the preceding 12 months If this occurs, the State governor 
may apply for a loan, which cannot be larger than the largest benefit expenditures 
in any of the last four calendar quarters. The loan bears no interest. A State 
can repay the loan at any time, but if it is not repaid by the fourth January 
after the loan is made, an automatic collection of the loan is made through the 
following device: 

The employers in that State who were covered by the Federal Unemployment 
Tax Act will get 5 percent less credit against the 3-percent Federal tax during the 
first year that this automatic collecting device operates. In each subsequent 
year the employer can get 5 percent less credit than the year before until the loan 
is repaid. In other words, all employers get a 90-percent credit against the tax 
of 3 percent and thus, pay 0.3 percent to the Federal Government. In the fourth 
year after a State gets a loan (if it is not repaid) the employers in that State get 
only 85 percent credit and pay 0.45 percent of taxable payrolls. The next year 
they get 80 percent credit and pay 0.6 percent to the Federal Government, and 
80 ON. 

The Federal tax payments in excess of 0.3 percent will be transferred to the 
Federal nnemployment account and credited against the State’s loan. When 
enough is transferred to repay the loan, the State’s employers again get 90 percent 
credit against the Federal tax. 
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